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EDITORIAL 


As We See It 


The problems of “unification” of the forces of West- 
ern Europe in defense of themselves against the Krem- 
lin are more profound than is commonly supposed and 
certainly greater than one would gather from much of 
the current official discussion and pronouncements. 





Something over 300 million “free people” 
“Western Europe” stand in constant fear of spo- 
liation by the Kremlin, which rules directly over 
less than 200 million and indirectly over less than 
50 million citizens of the “slave states” of Eastern 
Europe. Obviously such fears are not ill-founded, 
and this despite the fact that if such countries as 
Spain, Portugal, Greece, and Turkey were added 
to the list of the “free countries’’—as they might 
very well be—the preponderance of numbers of 
the latter would be much more striking. 

What is the cause of this fear? 

The Chinese situation is hardly the answer. It 
remains to be determined whether that vast mass 
of population will prove an asset or a liability to 
the Kremlin. It is hardly likely that the re- 
sources of China, or parts of what used to be 
China, now said to have been fully expropriated 
by Russia, could, in the shorter run in any event, 
be a deciding factor. 


The basic element in this situation in which the 
“free peoples” of Europe find themselves lies in 
the fact that Russia through the ages, and particu- 
larly during the past two or three decades, has 
apparently been welded into a unified people: 
docile, obedient and loyal to country, if not to any 
system of social philosophy, by the ruthless hand 
of tyranny skillfully applied, while the “free 
peoples” find it extremely difficult to work as a 
unit militarily, economically or in any other way. 


Continued on page 40 





EXEMPT FROM ALL PRESENT 
FEDERAL INCOME TAXES 


COMMONWEALTH OF 


Electric Utility of Tomorrow 


By CURTIS E. CALDER* 


Chairman of the Board, Electric Bond and Share Co., 
Ebasco Services, Inc. 
Picturing “Big Labor” and “Big Government” is with us 
to stay, Mr. Calder urges solving problem of living with 
them, while endeavoring to restore checks and balances 
to Federal Government and delimit its fields of activity. 
Predicts future America will run by electricity as new 
uses for it are developed. Says power companies will 
become larger and regional consolidations will take place, 
along with greater increase of capital. Decries need of 
greater proportion of equity financing, particularly when 
its high cost is at expense of consumers, but urges liberal 
dividend policies. 

These are momentous days. The pattern of tomorrow 
is being cut for our country and for our industry. I pro- 
pose to tell you what I think it will be like. 

The electric utility was initiated about 70 years ago to 
make the then new inventions in the 
field of electricity of practical use to 
the general public. 

What this still youthful industry 
has accomplished since that time is 
one of the miracles of America. It is 
a tribute to the businessmen, engi- 
neers and investors who pioneered 
and created. They took their own 
risks; raised the necessary capital; 
invented; built; developed; overcame 
obstacles and discouragements. As a 
result of what they have done, elec- 
tricity at the flick of a switch has 
become part and parcel of our daily 
lives. This country now uses almost 
as much of it as the rest of the world 
put together. 

During the past 15 years three im- 
portant events have affected the future of this industry: 

(1) The electric companies have been under unwar- 
ranted political attack. 

(2) A new and formidable factor has appeared in the 
industry—the Federal Government. 


Continued on page 32 








Curtis E. Calder 





*An address prepared by Mr. Calder for delivery before the 18th 
Annual Convention of the Edison Electric Institute, Atlantic City, 
N. J., June 5, 1950. 


PICTURES taken at the Annual Field Day of the Bond Club of New York, held June 2, 
at the Sleepy Hollow Country Club, appear on pages 25, 26, 27 and 28. 


The Electric Power 
Industry Looks Ahead 


By ELMER L. LINDSETH* 


Retiring President, Edison Electric Institute 
President, Cleveland Electric Nluminating Co. 


Prominent utility executive, in reviewing progress and 
prospects of electric power industry, says it is now 
greatest asset to nation and is supplying America with 
world’s highest standard of service. Pictures tripling of 
electric power capacity in next two decades. Sees need 
of further research and skilled executive talent, and 
urges move to interest young men in electric industry, 
but sees financial incentive as problem. Asserts there 
is plenty of power provided at low cost by private enter- 
prise and advocates continuing fight against electric 
power socializati 


On behalf of the Board of Directors, officers and staff 
of the Edison Electric Institute, I cordially welcome 
you, members and guests, to the Institute’s 18th Annual 
Convention. Since we met here a year ago the Institute 
has grown in size and service. Our 
membership today includes 198 com- 
panies, which are serving 84% of al! 
electric customers served by the in- 
vestor-owned companies of America. 
Altogether our member companie 
directly serve more tham 28,500,000 
customers — an increase of 3,500,000 
in the past year—and furnish powe: 
for millions more. 

But most important—our industry 
is supplying America with the 
world’s highest standard of electric 
light and power service. 

One of the important tools which 
enables our industry to maintain this 
world leadership is the Edison Elec- 
tric Institute. The Institute provides 
an essential service behind the service. It stimulates thc 
exchange and generation of ideas and experience for 


Continued on page 22 





Elmer L. Lindseth 





*An address by Mr. Lindseth before the 18th Annual Convention 
of the Edison Electric Institute, Atlantic City, N. J., June 5, 1950. 
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New York City 


(Westinghouse Electric Corp.) 


Westinghouse is the oldest and 
second largest manufacturer of 
electrical equipment and appli- 
ances. Products are highly di- 
versified 
(over 3,000 
items), and 
include __ vir- 
tually all 
electrical 
and related 
equipment 
required 


by electric 
power com- 
panies, _ rail- 
roads and 


industrial 
plants, as well 
as marine 
propulsion 
machinery, jet 
aircraft mu.ors, scientific instru- 
ments and household appliances. 
The company also is active in 
nuclear research and last year a 
new division was formed to con- 
centrate solely on a 
atomic energy for production o 
useful power. 

Thirty-six principal plants are 
operated in the United States, 
mostly in the northeast. Westing- 
house Radio Stations, Inc., a sub- 
sidiary, operates 13 radio stations 
in 17 states. A TV station is oper- 
ated in Boston and applications 
are pending for at least four 
others. The company also owns 
approximately 22% of the stock of 





Sidney D. Cohn 


Baldwin Locomotive, purchased 
in 1948. Baldwin is its largest 
customer for locomotive electrical 
equipment. 


Consumer products accounted for 
28% of 1949 sales against 23% in 
1948, with television sales expe- 
riencing huge expansion. Utili- 
ties and railroads accounted for 
35% of sales; the industrial divi- 
sion 22% and the military di- 
vision about 15%. 

Financial Pesition 

Finances continue to be very 
strong. At the end of 1948, long- 
term debt totaled $130,000,000 and 
there were $18,000,000 owed in 
notes payable. The long-term 
debt was as follows: $20,000,000 
debentures, 243% due Nov. 1, 
1951; $30,000,000 debentures, 25. % 
due Sept. 1, 1971, and $80,000,000 
convertible debentures due July 
1, 1973. In addition to liquidat- 
ing the notes payable, the com- 
pany late last year prepaid its 
$20,000,000 debenture issue, and 
the $8,000,000 312% preferred 
stock was redeemed last Feb- 
ruary. The company has now 
called half of its $80,000,000 con- 
vertible debentures for payment 
July 1, 1950. 

In short, the company has been 
in the happy circumstance of hav- 
ing found its cash position built 
up faster than its best hopes, as 
witnessed by the rapid retirement 
of a substantial portion of its 
obligations, The prepayment of 
half of its convertible debenture 
issue borrowed for 25 -years -after 
only two years is a notable 
achievement. 


Earnings 
Net income of $67,269,000 in 
1949 was the highest in company 
history and was 28% higher than 
1948 net despite a slight reduc- 


tion in_ sales. Net operating 
income was 13% higher. Earn- 
ings per share equalled $4.95 


against $3.88 per share for 1948. 
In the first quarter of 1950 sales 
equalled $223,934,000, as compared 
with $226,659,000 for the similar 
quarter of 1949, but earnings again 
continued their uptrend, equailing 
$11,890,000, or 87 cents per share, 
against $10,867,000, equal to 79 
cents per share. As of March 31, 
1950, there were appftoximately 
128,000 more shares outstanding, 
principally due to employee pay- 
roll plan purchases. 

Profit margins have been 
widening, chiefly because of im- 
proving efficiency of operations. 
An important contribution to 
increased efficiency has been the 
better availability of materials 
leading to improved inventory 
planning and cost control, and 
production scheduling. Addition- 
ally, profits have been better 
because of the increased sales of 
its heavy apparatus division 
where profit margins are larger 
normally. 

The $40,000,000 debentures 
called for redemption may mean 
the issuance of an _ additional 
1,200,000 shares of common stock. 
Assuming that the remaining 
$40,000,0U0 will also be convertea, 
there will be a total of 2,400,000 
added common shares over 1949 
capital stock outstanding. This 
represents a potential dilution of 
earnings of approximately 18.5%. 
Nevertheless, it is our belief that 
1950 earnings, even with the po- 
tential addition of 2,400,000 shares, 
will approximate a minimum oj 
$4.25 per share, a highly satisfac- 
tory earnings level. Without any 
dilution, earnings should approxi- 
mate $5.00 per share. This is ex- 
pected because sales should hold 
close to last year’s results and 
profit margins are still wiaening. 
According to the Federal Power 
Commission and the Edison Elec- 


tric Institute, both private and 
public power companies -have 
scheduled large appropriations 


for additional generating capacity 
through 1954. Sales of this type 
of equipment by Westinghouse 
are large and are an important 
factor in the recent earnings bet- 
terment. Heavy machinery of the 
labor-saving kind continues to 
find good markets and appliance 
sales markets are far from the 
saturation mark. Television has 
a relatively wide open field. 
Color television is, as yet, an un- 
tapped future source of growth. 


Dividends 


The President of Westinghouse 
Electric has put himself on record 
as stating that the directors 
would seriously consider paying 
out a larger portion of earnings 
in dividends if a substantial part 
of the debt could be reduced and 
if the expectation of reasonably 
good earnings materialize. 

In view of the progress made 
in reducing the debt, betterment 
in earnings for the first quarter 
of this year and the probable 
continuance of these good earn- 
ings over the intermediate term, 
a dividend increase would seem to 
be a reasonable expectation. 


Summary 


Westinghouse Electric common 
has been subjected to market 
pressure as a result of arbitrage 
transactions occasioned by the call 
for redemption of one-half of its 
convertible bond issue. This con- 
version privilege expires on June 
21, at which time we expect that 
the absence of arbitrage transac- 
tions would permit a more normal 
market pattern for the stock. 
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This Week’s 
Forum Participants and 
Their Selections 


Westinghouse Electric Corp.—Sid- 
ney D. Cohn, Manager, Invest- 
ment Research Dept., Spievel- 
berg, Feuer & Co., New York 
City. (Page 2) 


Pacific Finance Co. of California— 
John L. Gann, Security Analyst, 
New York City. (Page 2) 


Phillips Petroleum Co.—Walter A. 
Kiees, Partner, Bennett & Pal- 
mer, members of New York 
Stock Exchange, New York City. 
(Page 51) 


Ferro Enamel! Corp.—Lawrence H. 
Klybert, Manager, Statistical 
Department, Josephthal & Co., 
Brooklyn Branch, New York. 
(Page 51) 











JOHN L. GANN 


Security Analyst, 
New York City 


(Pacific Finance Company of 
California) 

Now that the market is up 40% 
as measured by the Dow-Jones 30 
Industrial Averages and in its 12th 
month on the up side, the security 
analyist mig at 
well look first 
atthe top 
quality con- 
vertible bond 
issues in 
selecting “the 
security I 
like best.” Be- 
cause the 
leading issues 
in this field 
have been 
amply covered 
recently in the 
“Chrontcle” 
however, I 
will restrict 
this article to “the common stock 
I like best.” This element of sen- 
sible caution which the substantial 
market rise dictates also requires 
that the security selected must be 
exceptional in quality and funda- 
mentally undervalued. Pacific Fi- 
nance Company meets this test. 

Pacific Finance Company is the 
largest automobile finance com- 
pany on the West Coast. Its steady 
growth over the last seven years 
has made it the fifth largest fi- 
nance company in the United 
States. 

In general, I like Pacific Fi- 
nance Co. for the following rea- 
sons: 

(1) While the Installment Fi- 
nance Industry is only 25 to 30 
years old its basic stability of 
earnings in good times and bad 
together with its strong growth 
pattern (consumer credit steadily 
making new all-time highs) puts 
its leading companies in a posi- 
tion to become the blue chips of 
the future. In fact, except for the 
absence of a long-term history of 
steady earnings and dividends, 
(precluded by the youth of the 
industry) they fulfill all other re- 
quirements. Pacific Finance Co. 
is rapidly becoming a major tactor 
in this industry. ~ae 

(2) Pacific Finance Co. con- 
ducts its business in the Pacific 
Coast states and Texas. Fifty per- 
cent of its business is in California 
and 30% in Texas. The growth in 
population in these areas and the 
growth in wealth in the last few 
years is without parallel in the 
recent history of the United 
States. 

(3) The automobile boom now 
in progress has a direct effect on 
Pacific Finance Go. Ninety-six 
percent of all their loans are made 
on automobiles. 


Continued on page 51 
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Business Outlook 
Good for Long Time! 


By LEON H. KEYSERLING* 
Chairman, Council of Economic Advisors 


Ascribing the quick rebound of last year’s recession, to im- 
proved economic intelligence and better business practices, 
along with Administration’s stabilizing policy, President’s lead- 


ing economic advisor predicts 


still higher levels of business 


activay. Says there are no signs of inflation in foreseeable 

future and future problem will be to keep market absorbing 

increasing industrial output. Holds this can be accomplished 

by adjusting wages and prices but warns against letting prices 

or wages get too high. Lauds General Motors wage contract, 

and predicts, under growing economy, Federal budget can and 
will be balanced. 


The very first question in con- 
nection with the outlook for our 
economy is where we now stand. 
The simplest way of stating where 
we now stand 
would be to 
say that I 
think we now 
standvery 
well, indeed. 
In the second 
quarter of 
1950, our gross 
national prod- 
uct which, in 
simple terms, 
is the over- 
all measure- 
ment of the 
total output 
of the econ- 
omy — total 
output being a 
measurement of all phases and 
forms of business activity — in 
the second quarter of this year 
that total output stood at about 
$269 billion. Now, in order to 
appreciate the magnitude of that 
figure of $269 billion, I’ll give you 
some other figures, all expressed 
in dollars of uniform value to 
make allowance for changes in 
the price level. 


That annual rate of $269 billion 
in the second quarter of this year 
was higher than the peak output 
reached in the peak quarter of 
the year 1948 which, in turn, was 
the all-time postwar peak. In the 
fourth quarter of 1948, which was 
the high mark for that year, the 
output was about $262 billion in 
the same kind of dollar; in other 
words, allowing for changes in 
prices. So we’re now running at 
an annual rate about seven bil- 
lion dollars higher than in the 
peak year 1948. The comparable 
figure for the last year before 
the war, 1939, was about $160 bil- 
lion, and the comparable figure 
for 1929, which we generally think 
of as the hallmark of prewar pros- 
perity, was $150 billion. So as 
against $150 to $160 billion in the 
best years we ever did before the 
war we are, in the most recent 
quarter of this year, running at 
$269 billion, and seven billion 
dollars higher even than in the 
last quarter of 1948. 

Now, that’s in real dollars. Of 
course, if we were talking just 
about what we call current dol- 


lars we know that the national 





Leon H. Keyserling 





*Stenographic report of an address by 
Dr. Keyseriing at the Rutgers Univer- 
sity Second Annual Business Conference, 
New Brunswick, N. J., June 6, 1950. 


output before the war was nearer 
$100 or $80 billion than $150 bil- 
lion, so I’ve made adjustments 
for the changes in dollars to give 
you the real measure of how our 
economy is functioning or what it 
is doing. 


Rebounding from 1949 Recession 


Now, in the second place, I 
think there is great significance 
in the speed with which we re- 
bounded from the recession of 
1949, a recession which many 
feared, but which turned out to 
be very moderate in duration and 
in depth. As a matter of fact, in 
real dollars, the total outpuc of the 
economy for 1949—and this may 
sound surprising but it is true— 
the total national product was 
only 1% less than in 1948, and 
yet that was, at least thus far, the 
long-heralded and the much-ad- 
vertized postwar recession or de- 
pression. But we've rebounded 
very quickly from that decline; 
more quickly than at any time in 
recent industrial history as far 
back as I can remember or have 
studied; rebounded from a reces- 
sion which had in some of its 
parts the dangerous signals which 
that one had; the rebound of in- 
dustrial production, the rebound 
of employment, the rebound of 
business sentiment has been 
quicker than most people expect- 
ed and quite unusual in our in- 
dustrial history, and I don’t think 
that was for fortuitous reasons. 


I think it was for two basic 
reasons which go to the real 
strength of the whole economy, 
and while I'll say something more 
about those reasons a bit later on, 
I think they were: first, better 
economic intelligence and better 
business practices on the part of 
of our business system itself than 
in comparable periods in the past, 
and I'll illustrate that a bit later 
on; and, second, certain stabiliz- 
ing forces or braces which over 
the years have been worked into 
the economy by public policy 
which, with the errors and mis- 
takes which is common to all new 
efforts and policy, I think, has, in 
some important respects, made 
our economy stronger and more 
resilient than it was 20 or 30 or 
40 years ago. And as a compos- 


ite of those two forces, better 
business policies and I think, im- 
proved public policies in the 
main, our economy has shown 
greater strength and greater se- 

Continued on page 43 
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Building Up Greater Investor 
Interest in Utilities 


By CHARLES E. OAKES* | 
President, Pennsylvania Power and Light Company 


Addressing utility executives on means of increasing customers 
and other investors in equity ownership of securities, Mr. 
Oakes calls attention to vast amount of capital needed for 
utility expansion. Urges greater “home town” ownership of 
utility stocks as way to gain advocates of American way of 
life and endorses use of “stockholders’ pamphlets” and home 
town advertising. Lauds achievements of electric industry. 


To approach this subject objec- 
tively, a postwar review of the 
rapid fire changes which have af- 
fected the financial characteristics 
and relation- 
ships of oper- 
ating compa- 
nies constitut- 
ing our indus- 
try will serve 
to set the 
stage for the 
subject of 
“The Cus- 
tomer, the 


Investor and 
You.” 
In recent 


years radical 
changes have 
been brought 
about in the 
financial and 
organizational framework of many 
of the companies in our industry. 
Under the policies established by 
Congress in the Holding Com- 
pany Act and subsequently car- 
ried out, we have today practically 
reached the point where the in- 
dustry is made up of local area 
companies or regional integrated 
systems. The Securities and Ex- 
change Commission has nearly 
completed its “trust busting” job 
on the electric holding companies. 
We are now home managed and 
operated businesses. There are no 
interlocking directorates between 
area companies. There is no “trust” 
in the electric utility industry. 
Through these sweeping changes, 
large amounts of the common 
equity securities have come to the 
market. Through distributions of 
common stock by holding compa- 
nies involved in divestment pro- 
ceedings under the Holding Com- 
pany Act, the equity securities in 
the hands of the public have 
reached the impressive total of 
$600 million. Thousands of new 
stockholders have thereby been 
added to our rosters. 


The postwar construction plans 
have made necessary a huge fi- 
nancing program never before 
equalled in our industry and 
matched by few other industries. 


In the past four years gross 
construction expenditures for 
electric purposes by the business- 
managed electric companies have 
totaled $5.9 billion. To meet these 
expenditures $2.5 billion was 
available from depreciation 
charges, retained earnings and 
other internal sources. Sales of 
securities during this _ period 
amounted to $3.4 billion with debt 


*An address by Mr. Oakes before the 
18th Annual Convention of the Edison 
Electric Institute, Atlantic City, N. J., 
June 6, 1950. 
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obligations of $2.3 billion, pre- 
ferred stock of $500 million and 
common stock of $570 million. 
Again, through these financing 
operations, thousands of stock- 
holders have been added to our 
rosters. 


Greater Use of Equity Securities 


Of particular interest is the 
trend which developed in the last 
half of 1949 toward a greater use 
of equity securities in financing 
planned construction of the elec- 
tric companies. Of the total of 
$543 million in funds obtained, 
$293 million came from the issu~ 
ance of preferred and common 
stocks which, including the earn- 
ings retained and invested during 
this same period, results in more 
than 60% of the total financing 
done by equities. 

Broadly speaking, it seems to 
me that the ability to finance its 
requirements in this manner evi- 
dences investor conviction that 
potential business growth coupled 
with the needed rate increases 
which many companies have ob- 
tained and the resulting econ- 
omies from the highly efficient 
generating equipment added in 
the past few years and scheduled 
for the immediate future, will pro- 
duce adequate earnings to support 
the new securities. It may well be 
that this recent improvement in 
the marketability of utility com- 
mon stocks is expressing itself in 
the confidence of investors in 
their soundness and desirability. 
The inherent stability which char- 
acterizes our industry, it would 
appear, is attracting more inves- 
tors to utility stocks. We may rea- 
sonably expect this favorable de- 
velopment to continue. Easing of 
the competition from industrial 
concerns for the investor’s dollar 
should further improve the elec- 
tric industry’s ability to market 
any new securities, as almost the 
entire amount of the money need- 
ed for the 1950 construction pro- 
gram of industrial concerns will 
come from internal sources. Bar- 
ring unseen unfavorable factors 
we as an industry have, compara- 
tively against other industries, an 
encouraging financial picture. 


Expenditures for Expansion 


The seemingly insatiable de- 
mand by the public for more and 
more power calls for the further 
expansion of our production and 
marketing facilities. Plans for 
1950 will require the expenditure 
of about $2.1 billion — almost as 
much as 1949’s unprecedented 
high. The estimated expenditures 
needed for the four years ending 
in 1953 is about $6.7 billion. About 
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$2.7 billion will come from in- 
ternal sources, leaving $4.0 billion 
to come trom the saie of secur- 
ities. Based on the experience 
since 1945, about $1.6 billion of 
common and preferred will have 
to be placed with investors — 
nearly one and one-half times the 
amount placed by the indusiry in 
the past four years. So again 
there are prospects for still iur- 
ther growin in our stockholder 
roster——and in larger amount tian 
we have experienced in the last 
four years. 

It seems hardly necessary to 
point out the magnitude of this 
task. The difficulties of this job 
are increased through the policies 
of our Federal Government. The 
constrictive effect of the present 
Federal tax system on equity in- 
vestments cannot be questioned. 
The progressive personal income 
tax schedule sharply reduces the 
incomes of large income individ- 
uals. The high corporation income 
tax substantially reduces the dis- 
posable income of large corpora- 
tions — at once lessening the 
amounts paid out in dividends and 
the amounts which might be re- 
tained and invested, thus helping 
defray the cost of new plant. The 
double taxation of dividends is a 
further deterrent toward capital 
growth. Not the least of these 
barriers to finding risk capital] are 
the provisions of the tax law with 
respect to capital gains and losses. 
The large individual investor, once 
the principal source of supply for 
equity capital, has been most af- 
fected and has sought other in- 
vestment media than equities. The 
play of these forces is making it 
necessary for management to look 
to the small individual investor 
more and more, There is a grow- 
ing realization of this among the 
investment bankers and security 
dealers. Over the recent past they 
have been doing a splendid educa- 
tional work of informing the pub- 
lic of the place which investment 
in the equity securities of sound 
companies should occupy in the 
financial plans of the individual. 
But a great deal more should be 
done. 


We are rapidly approaching the 
time when the divestment pro- 
gram under the Holding Company 
Act will have been completed. 
Many operating companies are 
having the experience of becom- 
ing acquainted with the problems 
of successfully selling their secur- 
ities. As an industry we have 
many natural advantages which 
should be of great value in in- 
teresting the investing public. We 
are local industries, all of our 
property, our customers and em- 
ployees are located where we 
serve. Our customers know us as 
employees and neighbors and they 
see our property every day. Large 
numbers of our customers already 
own our preferred and common 
stocks. Many more will do so if 
given the opportunity. What bet- 
ter way is there than for us to 
look to the people where our 
business is conducted for a great 
portion of the equity money 
needed to provide their growing 
demands for our service. They are 
the people who can most readily 
understand our particular prob- 
lems. As friends, neighbors and 
owners of the business, they will 
be most sympathetic to our prob- 
lems. What better check to the 
forces of socialism than by wide- 
spread ownership of our industry. 


The idea of building up home 
ownership is taking hold. Exami- 
nation of the 1949 annual reports 
to stockholders shows that many 
companies are interested and have 
been highly successful in this re- 
gard. Notable results are indicated 
by the specific references made on 
the extent of home ownership and 
I should like to cite a few. The 
Hartford Electric Light Company 
has 83% of its common stock- 
holders residing in its home state; 
San Diego Gas & Electric has 
77% of its common and 83% of 
its preferred stockholders living 
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in California, with the majority 
of each group within its service 
area; Centrol Hudson Gas & Elec- 
tric Company has 49% of common 
stock owners and 79% of its pre- 
ferred holders in New York State; 
The Detroit Edison reports more 
than 50% of its owners within 
the home state; Boston Edison's 
survey locates 57% of its stock- 
holders in Massachusetts; Consoli- 
dated Edison states 45% home 
state ownership; and Pacific Gas 
and Electric reports 60%. In the 
case of Pennsylvania Power & 
Light Company, we have 88% of 
our preferred stockholders resi- 
dents of the state and 69% within 
the service area. Our common 
stockholders who live in Pennsyl- 
vania amount to 50% of the total. 
There are many other companies, 
I am sure, whose records of home 
ownership are equally as impres- 
sive. 


Management-Employee 
Relationship 


The electric utility industry on 
the whole has shown a cordiality 
and mutuality of relationship be- 
tween management and employees 
which is outstanding. Time does 
not permit, nor is it necessary 
here to discuss the more familiar 
responsibilities which manage- 
ment has to its employees in 
achieving financial success of the 
enterprise—and essential in the 
ability to pay reasonable wages, to 
provide good working conditions, 
steady employment and the op- 
portunity for the individual fully 
to develop his abilities and to 
exercise his initiative. 

Today most companies have 
group insurance, pension plans 
and similar employee beneficial 
programs by means of which 
many thousands of employees are 
participating indirectly as owners 
of the securities of American busi- 
ness through the investment of 
such funds. 

Other companies have gone 
further and opened the way for 
the employee directly to put some 
of his savings to work for him 
by purchase of stock in the com- 
pany for which he works. A num- 
ber of companies have found that 
their employees desired the op- 
portunity to purchase their com- 


pany’s stock. There are many | 


problems to consider’ before 
adopting such a program, not the 
least of which is the timing of 
such offers. Each situation is dif- 
ferent. But successful means have 
been worked out by various com- 
panies thus affording the em- 
ployee the opportunity to provide 
for his own future security by be- 
coming an owner of industry, The 
record shows that hundreds of 
employees have taken advantage 
of such opportunities. Philadel- 
phia Electric Company now has 
30% of its employees who own 
their company’s stock. Pacific Gas 
and Electric Company reports 
40% of its eligible employees in 
July, 1949 took advantage of the 
opportunity to purchase shares of 
their preferred stock. The em- 
ployee who becomes a part owner 
of the business is more likely to 
interest himself in its progress 
and its problems, and in his daily 
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contacts with his friends and 
neighbors this wider knowledge 
of the company’s business helps 
improve public understanding. 
Employee stockholders, generally, 
become more directly concerned 
with the efficient operation of the 
business, they participate directly 
in the profitableness of the enter- 
prise and their personal interests 
become more closely attached to 
the preservation of the principles 
on which our American philos- 
ophy is founded. 

Investment in the securities of 
his company results from volun- 
tary saving by the individual. 
Saving is the foundation of new 
capital formation which put to 
work productively leads to the 
creation of wealth, to economic 
progress through the expanded 
production of tomorrow’s goods 
and services. The dominating ele- 
ment in the growth of any nation’s 
wealth is the productive invest- 
ment of its savings. Our American 
system of free enterprise is nour- 
ished by and depends upon ven- 
ture capital. Stimulating the de- 
sire of people to save and to 
invest some of their savings in 
productive enterprise aside from 


the personal advantage to the in- 
dividual thus is a most important 
contribution in the preservation 
of our American economic phitos- 
ophy 


Creating Greater “Hometown 
Ownership” 

A number of companies in our 
industry have actively interested 
themselves in the creation of a 
greater “home-town” ownership 
among their customers, employees 
and local institutions. Over the 
years they have recorded a 
widening ownership of their se- 
curities within their service areas. 
The extent to which new equity 
money must be raised over the 
next several years, the recent suc- 
cess in placing such securities 
with investors and the apparent 
necessity to go to the small in- 
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The course of total industrial production last week remained 
nearly steady with that of the week preceding. Output in the 
period advanced moderately above the level for the comparable 
week a year ago. Latest figures on country-wide claims for both 
initial and continued unemployment insurance reveal no material 
change in the week ended May 27. 


_ In the steel and automotive industries last week, output con- 

tinued at a very high rate with the former setting a record for the 
eighth consecutive week in which steel production surpassed 
1,900,000 tons, while the latter established a new all-time high 
record of cars and trucks produced. 


Overtime operations figure extensively in the present high 
production rates, Ward’s Automotive Reports noted. All of the 
“big three’ companies are working many of their divisions on 
Saturday, while Nash and Hudson have added second assembly 
line shifts, it said. 


Upward pressure on finished steel prices is mounting, with 
resistance to steadily rising raw material costs weakening in some 
areas of the market, says “Steel,” national metalworking author- 
ity. But no general advance in prices appears in immediate pros- 
pect. All the large producers deny important increases are con- 
templated at this time. But they do express concern with respect 
to the deteriorating position of the established steel price struc- 
ture in relation to production costs. 


The overall market presents an extremely bullish appearance, 
with demand continuing unusually strong for all major products 
and the mills sold out months ahead, the magazine adds. Infla- 
tionary elements for a forward price movement persist generally, 
except that last week it appeared the runaway in scrap was slow- 
ing down. There is little question in the market even the larger 
steelmakers will be compelled to revise price schedules should the 
inflationary spiral continue. 





* * % 


The trend of expansion by American business in plant and 
equipment is much more rapid than was looked for at the start 
of the year, a joint survey of the Department of Commerce and 
the Securities and Exchange Commission discloses. 


The report placed expenditures during the first nine months 
of 1950 at $12,710,000,000, or 6% below the like period last year. 
At the beginning of 1950 the outlook was for expenditures 11% 
less than in the first nine months of 1949. In the first quarter 
$3,700,000,000 was spent for plant and equipment, or 17% below 
the 1949 period and 10% less than had been estimated. The agen- 
cies attributed most of this cut to restricted steel output resulting 
from the coal strike. Stepped-up spending plans for the second 
and third quarters are partly the result of unfilled demand in the 
first quarter, the report added, 

a * a 


The business upswing has carried farther during May with 
industrial production in the aggregate close to the 1948 peak, in 
some major lines it is at an all-time high, and manufacturers of 
durable goods particularly, who are hard put to fill orders, in many 
cases are still expanding operations, the National City Bank of 
New York states in its monthly Bank Letter for June. 


The chief support of the boom, it points out, is consumer 
spending on automobiles and on housing and everything that goes 
with it. However, business spending also is above expectations. 


This forward movement, it adds, is stimulating talk of a re- 
newed spiral of rising prices and wages and expanding credit. 
The inflationary influences are plain. Personal borrowing for the 
purchase of houses, automobiles and other durable goods continues 
to increase. The Federal Government is borrowing to cover its 
deficit and will borrow more heavily as time goes on. Business 
borrowing from banks has declined so far this year, but within a 
few weeks seasonal influences will favor an upturn, which will 
coincide with the increased federal borrowing. These trends point 
to a rise in the money supply in the late summer and autumn. If 
business sentiment is good, and people are in a mood to spend and 
keep the money turning over, the impact of demand on supply, 
which has caused the price advances already noted, will be inten- 
sified instead of weakening. 

= % ee 

The sharp drop of $6,000,000,000 in the annual rate of income 
payments to individuals in April was attributed by the Depart- 
ment of Commerce the past week to a pronounced cut in GI insur- 
ance dividends. 


An analysis of the figures by the department disclosed the 
fact that April payments were coming to hand at a $216,900,000,000 
rate against $222,800,000,000 in March, while GI dividends plum- 
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Competition From 
Tax-Exempt Business 
Subject of Forum 


Competition from tax-exempt 
forms of business enterprise will 
be discussed at the symposium to 
be conducted by the Tax Institute 
at the Hotel Statler on Thursday 
and Friday. 

Mr. Clarence L. Turner, head of 
the Philadelphia accounting firm 
of Turner, Crook & Zebley will 
speak on “Cooperative Organiza- 
tions.” 

Mr. Brady O. Bryson of the New 
York law firm of Chapman, Bry- 
son & Walsh will present a paper 
on “Competition from Business 
Enterprises Conducted by Educa- 
tional and Other Nonprofit Organ- 
izations.” 


The Honorable Walter C. Ploe- 
ser, Chairman of the House Select 
Committee on Small Business in 
the 80th Congress, will speak on 
“Competition from Government- 
Owned and Government-Financed 
Enterprises.” 


The general theme of the two- 
day conference is “Does the Pres- 
ent Tax System Foster Concentra- 
tion of Business Enterprises?” 


There will be sessions on the 
following subtopics: Taxation and 
Concentration of Business Enter- 
prise; Retention of Earnings Es- 
sential to Business Survival and 
Growth; Competition From Tax- 
Exempt Forms of Business Enter- 
prise; Effect of Rates on Individ- 
uals on Business Development and 
Survival; Corporate Tax Provi- 
sions Affecting Business Concen- 
tration. The meetings will be open 
to the public. 


The program has been planned 
by the following committee: Chair- 
man, A. D. H. Kaplan, The Brook- 
ings Institution; Thomas C. Atke- 
son, Assistant to Commissioner of 
Internal Revenue; Norman D. 
Cann, Cann and Long; Henry B. 
Fernald, Loomis, Suffern & Fer- 
nald; and Paul T. Norton, Jr., The 
Kilbourne & Jacobs Manufactur- 
ing Company. 

The Tax Institute is a national 
tax research and educational or- 
ganization, with a widely diversi- 
fied membership in all sections of 
the United States and in several 
foreign countries. 


Goodbody Undertakes 
New Adv. Campaign 


An original departure in finan- 
cial advertising has been taken 
by Goodbody & Co., 115 Broad- 
way, New York City, members 
of the New York Stock Exchange, 
in a new campaign that recognizes 
that “risk” is an element in in- 
vestment affairs. 

The campaign, beginning this 
week in newspapers in New York, 
Chicago, Detroit and in financial 
publications, frankly discusses the 
subject of “risk and its rewards.” 

“Risk capital is the sine qua non 
of our free economy,” said Fred- 
erick H. Hahn, one of the part- 
ners in charge of the new pro- 
gram. “Each purchase of a share 
of a security represents a calcu- 
lated risk taken by some individ- 
ual or concern. 


“We believe it is important for 
potential investors to realize that 
it is this element of risk that often 
makes possible rewards from in- 
vestments. We want to impress 
on the growing number of new in- 
vestors the necessity for properly 
calculating risk through the ex- 
tensive research services offered 
by Goodbody & Co. and a num- 
ber of other investment con- 
cerns.” 


With Rockwell-Gould 


ELMIRA, N. Y.—John B. Doran 
and John K. Soule have been 
added to the sales staff of Rock- 
well-Gould Co. Inc., 159-167 
Lake Street. 
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Observations... 
By A. WILFRED MAY 
Investment Companies at Mid-Century 


The currently issued 1950 edition of “Investment Companies” 
by Arthur Wiesenberger (Arthur Wiesenberger & Co., New York 
City, 368 pp., $15), the 10th in a series, is important not only 
as a manual containing much valuable data, but especially as 
evidencing the fast-spreading ramifications of 
the sensationally growing mutual fund busi- 
ness. 

Physically, Wiesenberger’s new edition is 
a greatly enlarged version over the product 
of earlier years. It brings up-to-date sta- 
tistical summaries and analyses of 134 funds 
of all types having aggregate assets of over 
$3 billion; gives a detailed record of the 
portfolio holdings of 64 of the largest com- 
panies; describes the individual characteris- 
tics and techniques of the individual com- 
panies; and tabulates the performance results 
attained by their managements. But of wider 
interest, reflecting the greatly broadening 
ramifications and complexities of the fund 
business, this year’s edition embarks on 
lengthy discussion of the trusts’ incidence on 
pension fund operation, on the legally relaxed “prudent man” 
investing, inflation, and on overall investment programing by 
individual investors as well as fiduciaries and institutions. For- 
merly a mere fund primer, the Wiesenberger book now is truly 
a complete investor’s manual—a general! textbook of investments. 

Evidencing the widened use that has been found for invest- 
ment companies is a new chapter offering “A Simple Plan for 
Small Investors.” Here recommendations are made to investors 
of “small and moderate means” for combining the purchase of 
investment company shares with over-all provision for life insur- 
ance needs, with the building-up of cash reserves for extra- 
ordinary expenditures and emergencies, and other personal 
financial needs. 











A. Wilfred May 


Feeding the Performance Compar'‘son Craze 


Reflecting the emphasis by dealers and the lay public on the 
comparative past performance records of the incividu»l funds, is 
Wiesenberger’s current enlargement of these tabulations. Thus 
to a major table of Income Return-Expense Ratios-Perjormance 
there are added five columns showing a comparative 10-year 
record of asset values, dividends and capital gains, on the assumed 
basis of dividends not having been compounded; whereas the 
tables formerly appearing, assumed the concurrent investment of 
income both by the trusts and the issues comprising the statistical 
service indexes. 

In line with the times in the investment world in general 
is the quite uncritical endorsement of formula-timing plans with- 
out citing the flaws in this mechanistic technique. Likewise 
popular is the emphasis laid on “inflation” and dollar depre- 
ciation, apparently without realizing that this is a secular long- 
term process with sharp peaks and valleys which recurrently 
get the relatively short-term investor into trouble because of 
his chronically bad timing proclivities. 

In the narrower field of fund selling, the prevailing 
superficial attitude toward distribution costs is to some extent 
reflected in the book under review. This question is now high- 
lighted by a number of funds being currently initiated without 
any selling “load” factor, as well as by the chronic condition of 
the closed-end companies, comprising about one-fifth of all fund 
assets, selling at sizable discounts from their asset values. The 
demonstration by both these categories of trusts of acute investor 
apathy in the absence of definite sales-promotion effort, is a 
typical phenomenon in the investment field. faving broad impli- 
cations in the fields of stock exchange prices and values, and in 
the distribution of capital issues. So it is that in public attention 
and in the press generally the closed-end funds, irrespective of 
their comparative values, have been becoming increasingly neg- 
lected. In an authoritative article “Mutual Investment Funds” 
in the “Harvard Business Review” of November, 1949, Mr. William 
D. Carter quite typically disregarded them thus: 

“As stated, ‘closed-end’ company shares are issued in set 
amounts and then traded in the open markets. They are not 
being continuously issued through investment dealers who actively 
promote their sale throughout the country, as is true of mutual 


Continued on page 12 
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Our Creeping Socialism 
Hurts All the People 


By W. C. MULLENDORE* 
President, Southern California Edison Co. 


Deploring decline in American individualism, West Coast utility 
executive contends everyone is getting hurt as we advance more 
deeply into Socialism, not only materially, but also because 
of loss of self-reliance, independence and integrity. Points out 
spiritual impoverishment is taking place and business managers, 
looking to the road ahead, have responsibility for making 
public aware of increasing dangers to freedom for all of us. 


Blames New Deal for loss 


Speaking from this platform to 
this Association in June, 1931, 
just 19 years ago, a speaker, dis- 
cussing the then developing at- 

tack upon our 


industry, said 
in part: “The 
real issue 


which has 
been raised by 
the prevailing 
attack upon 
the electric 
utility indus- 
try is whether 
the power of 
public office 
shall be 
wrongfully 
employed to 
undermine 
confidence in 
and destroy 
the goodwill of legitimate Ameri- 
can business in order to prepare 
the way for a program in direct 
conflict with basic American prin- 
ciples * * * to the end that Social- 
ism shall replace American indi- 
vidualism.” 

The speaker further said: 
“While this issue is an old one, 
it was never more alive than it is 
today. Autocratic communistic 
leaders in one great nation are 
employing as weapons, fear, ha- 
tred, and terror, to hold in sub- 
jection 158 million people under 
most wretched and miserable liv- 
ing conditions. Within our own 
country a few individuals, organ- 
izations, and public officials, by 
playing upon the emotions of ha- 
tred, fear, jealousy and envy, are 
mot only creating new problems, 
but contributing to the difficulties 
of constructive solution of exist- 
ing problems.” 





Wm. C. Mullendore 


And again, venturing upon the 
field of prophecy, the speaker in 
1931, said: “The real threat is not 
s0 much to our industry as to 
basic American principles. We are 
Only for the moment in the first 
line of defense. Others will fol- 
low as others have preceded. The 
peril is that the American people 
will be dominated by or follow 
the leadership of those who em- 
ploy the weapons of hatred for 
the advancement of theories which 
strike at the roots of American 
institutions.” 


Since that speech was delivered 
at a historic moment, midway be- 
tween the stock market crash of 
1929 and the advent of the New 
Deal in 1933, that would seem to 
be a good point from which to 
begin a review of the highlights 
of the 19-year period which has 
elapsed since I had the honor of 
first addressing you and your 
predecessors on that occasion. 

Have the events of the past 19 
years justified the forebodings 
thus expressed in 1931? Have ba- 
sic American principles been im- 
paired and, if so, who has been 
hurt thereby; has Socialism made 

way in replacing American 
individualism? I shall attempt a 
brief answer to those very big 
questions; first, by briefly restat- 
ing or recalling basic American 
principles; second, by recounting 


some of the more important mile- 





*Anm address by Mr. Mullendore before 
the ae ae ae Convention of the Edi- 
son tric Institute, Atlantic City, N. J., 
June 6, 1950. 5 pases , 


of faith in free enterprise. 


posts along the line of retreat 
from those principles in the past 
19 years; and third, by suggesting 
the first step which must be taken 
if this retreat from liberty, which 
is now almost a rout, is to be re- 
versed. 


What is the American 
Way of Life? 


No one has more clearly defined 
the cornerstone of liberty than 
did Herbert Hoover in his essay 
entitled, “American Individual- 
ism,” published almost three dec- 
ades ago. Mr. Hoover then said: 
“Our individualism differs from 
all others because it embraces 
these great ideals: that while we 
build our society upon the attain- 
ment of the individual, we shall 
safeguard to every individual an 
equality of opportunity to take 
that position in the community to 
which his intelligence, character, 
ability, and ambition entitle him; 
that we keep the social solution 
free from frozen strata of classes; 
that we shall stimulate effort of 
each individual to achievement; 
that through an enlarging sense 
of responsibility and understand- 
ing we shall assist him to this at- 
tainment; while he in turn must 
stand up to the emery wheel of 
competition. * * * It is the sole 
source of progress; it is American 
individualism.” 

We will look in vain for a bet- 
ter definition of the basic prin- 
ciple of American faith than this 
one which came out of the vast 
experience and the great mind 
and heart of this greatest Ameri- 
can of our time. 


The protection of this sole source 
of progress—the liberty and the 
will of the individual to develop 
the best that is within him—was 
the dominant aim and purpose of 
the Constitution of the United 
States. It is the principal aim ex- 
pressed in the preamble in the 
words “to secure the blessings of 
liberty to ourselves and our pos- 
terity.” 

The primary concern of those 
who, during the hot summer 
months of 1787 in the neighbor- 
ing city of Philadelphia, wrote 
the Constitution, was to protect 
the people against government. 
From their knowledge of the his- 
tory of tyrannies, and from bitter 
experience, they had learned the 
danger of giving to government 
undefined and unlimited power 
over the activities of the citizens. 
They knew the vital importance 
of confining government to its le- 
gitimate field and of reserving to 
the individual citizen his inde- 
pendence in the fields of econom- 
ics, the home, and religion. This 
meant above all that the power of 
the Federal Government over the 
purse, its access to the earnings 
of the citizens, must be most 
carefully and strictly limited, so 
that the powerful instrument of 
control which inheres in the de- 
pendence of the citizen upon gov- 
ernment for his livelihood, should 
be, as they hoped, forever with- 
held. Hence, as Felix Morley has 
said in his book, “Power in the 
People,” the words “no” and “not,” 
for the most part employed in 
restraint of governmental power, 


occur 49 times in the original ar- 
ticles of the Constitution.” 





On the basis, then, of the au- 
thorities quoted, and of a multi- 
tude of others who could be quoted 
in corroboration, we may with as- 
surance conclude that the funda- 
mental of fundamentals of the 
plan for living in these United 
States, which has since become 
known as the American Way of 
Life, was an economically inde- 
pendent citizenry, supporting and 
controlling a government so lim- 
ited and confined by a written 
Constitution that the age-old rev- 
olutionary trick of reversing this 
situation and enslaving the people 
by having government support the 
people, thus making them depend- 
ent upon government, could never 
be pulled in America. But in thus 
reckoning and planning, there was 
a failure to take into account 
some of the loopholes in that Con- 
stitution and the power of the 
demagogue, assisted by the re- 
sourcefulness of the frustrated in- 
tellectuals in a period of depres- 
sion and war, 

I do not charge that there was 
a plot to destroy the limitations 
upon the power of the Federal 
Government so that it might es- 
tablish controls over the people 
and create a dependence upon 
government which would destroy 
the initiative and self-reliance of 
the people. More suspicious men 
have sometimes said that a small 
group of ambitious intellectuals 
met and dined together regularly 
and frequently in Washington to 
discuss the interesting problem 
of how the constitutional powers 
of the Federal Government could 
be so expanded by interpretation 
that the economy of our country 
could be planned and controlled 
by the central government as in 
the socialist states in other lands. 
But the present hour is one in 
which men in government seem 
particularly sensitive to any 
charge of plots or plans which 
smack of the subversive, and we 
are reminded almost hourly by 
certain pundits of the radio waves 
that it is very bad and almost un- 
patriotic to say anything “in these 
critical days’ which might arouse 
suspicion of the straightforward- 
ness and good faith of the tem- 
porary occupants of great posi- 
tions of power in our Federal 
Government. That privilege of 
smearing with charges of dishon- 
esty and bad faith is reserved to 
the men in government when they 
are speaking or writing about the 
citizen in business; and the privi- 
lege is not reciprocal. 


So again I repeat that I do not 
charge that there was a plot or 
plan to convert our government 
from One which the people sup- 
ported to one which forced the 
people to become dependent upon 
it for their guidance and welfare. 
All that I say is this: If there had 
been such a plot and if it had been 
very cleverly, gradually and 
stealthily executed over the past 
18 years, a more masterful job 
could scarcely have been imag- 
ined. I would even go so far as 
to predict that future historians 
will all but “knock themselves 
out” in their amazement at the 
remarkable similarity between a 
planned and an unplanned road 
to Socialism. 


And that brings us to the next 
chapter in this short story of rev- 
olution—a chapter entitled— 


Important Milestones Along the 
Line of Retreat from Freedom 


Throughout the march toward 
Socialism and away from free- 
dom, the one increasing purpose 
is that of making the individual 
more and more dependent upon 
government. Within the limit of 
time available, we can only today 
recall some of the more important 
milestones which have marked 
this historic retreat from freedom. 


There were instruments of 
power of far-reaching conse- 
quence placed in the hands of the 


Continued on page 35 
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By CARLISLE BARGERON 








It is a sad state of affairs but the fact is that with the Novem- 
ber Congressional elections less than six months away no apparent 
trend towards the Republicans has developed. Any unrest or dis- 
satisfaction in the country is invariably registered in the pri- 
maries. A widespread unseating of incumbents 
in the primaries invariably precedes an over- 
turn in November. The discontented voters 
take it out on the first incumbert c?ndidates 
they come to. So far there has been little of 
this. 

Claude Pepper was beaten in the Florida 
primary; Senator Chan Gurney was knocked 
off in the recent South Dakota primary, but 
these are about the only instances of incumbents 
being defeated. There are many more pri- 
rmaries to come and the situation may change. 
It is a fact, too, that the situation augurs well 
for the Republicans in California both in the 
gubernatorial and senatorial fights. There is 
scarce comfort for the Democrats in t> rela- 
tively poor showing made in the primaries 
there by Jimmy Roosevelt and Representative 
Helen Gahagan respectively. 

The defeat of Pepper was widely hailed as evidence of the 
voters being fed up with Leftism, but a few weeks later the voters 
of North Carolina, in an unusually hot contest, went for the Left- 
ist Senator Frank Graham, former head of the University of North 
Carolina. He fell a few thousand votes short of a majority neces- 
sary to win in a three-cornered race and faces a run-off but the 
results of this first primary indicate he will win. 

About the only difference between Pepper and Dr. Graham is 
that the latter never met Stalin and has a high standing in aca- 
demic circles. However, his Leftist impress has been much greater 
upon his state and on the rational scene than Pepper’s and if I 
had to make a choice I would take the latter. A rather apologetic 
campaign was made in favor of Graham, to the effect that his 
Leftist associations had been due to his broad mind, his kindly 
feeling towards his fellow men; he really meant no harm. Frankly, 
if he is as naive about practical matters as he was portrayed to be, 
he is a poor man to be in the Senate. One thing—nobody ever 
accused Pepper of being naive. However, Pepper’s defeat and 
Graham’s anparent victory seem to offset each other as to bearing 
con tke electorate’s mood towards Leftism. 

The Leftists are trying to make capital out of the victories of 
Gahagan and Roosevelt in the Democratic primary. Roosevelt ran 
ahead of Governor Warren in this primary whereas Warren won 
both Democratic and Republican primaries last time. It would 
seem that Roosevelt did better than the Democratic gubernatorial 
candidate last time but the total vote which Warren rolled up in 
both the Democratic and Republican primaries this time greatly 
exceeds the vote of Roosevelt and would seem to indicate his vic- 
tory in November. 

Gahagan had a late-comer as a rival in the Democratic pri- 
mary, one who was not well known over the state. I fail to see 
what comfort the Leftists can take from the showing she made as 
compared with that made in the Republican primary by Represen- 
tative Nixon. 

There might be some significance in the South Dakota Repub- 
lican primary in which. Representative Case defeated Senator 
Chan Gurney, who is serving his second term. A sergeant in World 
War I, Gurney has been a champion of the big military establish- 
ment ever since he came to Washington. An influential member 
of the Senate Appropriations Committee, he has fought for all of 
their demands. Case’s campaign was that he still has his sergeant’s 
complex and could never say no to anything the military snenders 
asked. Heavens knows, the manner in which the Military is 
spending money and spreading its power is one of the most serious 
problems facing this country and if the South Dakota Republican 
voters meant to show their disfavor it is all to the good. 

By and large, however, the Congressmen in both parties have 
been renomiated, which, on the basis of past performance, shows 
there is no general feeling out in the country against the “ins.” 
There has got to be this feeling against the “ins” to bring the 
Republicans to power or even to appreciably increase their strength 
in Congress. 

The Republicans profess to think the country is fed up with 
the scandals of Communism and near Communism in the Adminis- 
tration, and certainly the mail of Congressmen reflects a strong 
feeling against high taxes and the high cost of living. But there 
would not seem to be enough of feeling on either score to bring 
about any great change in the complexion of Congress come next 
November. 

Apparently we are all eating off the high end of the hog, 
money is rolling in easily, so why worry about the rottenness in 
government, about Russia or anything. Our pneople have shown 
many times they aren’t worried about corruption or the low moral- 
ity of government or about socialism if they, themselves, are fat. 
Unless I am mistaken this is their present mood. 





Carlisle Bargeron 


Foster S. Randle, Jr. Wit ©Thompson With Shields 
Bacon, Whipple & Co. 


(Special to THe Financtat CH°ONICLE) 


(Special to THe FInanctat CHRONICLE) 


CHICAGO, Ill.—Foster R. 
Randle, Jr. has become associated 
with Bacon, Whipple & Co., 135 
South La Salle Street. members 
of the New York and Midwest 
Stock Exchanges. He was for- 
merly co-manager of the Chicago 
office of Stern Bros. & Co. and 
prior thereto was with First Bos- 
ton Corp. 





CHICAGO, lll—W. Wallace 
Thompson has become associated 
with Shields & Co., 135 South La 
Salle Street. Mr. Thompson, who 
has recently been in business out- 
side the investment field. in the 
past was with Harris, Hall & Co. 
and was Chicago manager for 
R. W. Pressprich & Co. 
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How Long Can Business Boom Last? 


By SUMNER H. SLICHTER* 
Lamont University Professor, Harvard University 


Asserting a sharp or a long contraction of current business 
activity is unlikely in near future, Prof. Slichter contends if 
present boom is broadened and reinforced, it can easily last a 
year longer. Secs demand for many products still unsatisfied 
and industry and individuals still in liquid and sound condition, 
but advises caution in accumulating inventories and in expand- 
ing consumer credit. Looks for drop in rate of home building, 
and reduced outpui of automobiles over next few years. 


I pears to be spent in the first 
Business in the United States is auarter. 
booming and expanding. The re- (3) Production is running some- 
covery that began last summer what ahead of current consump- 
has caused the gross national tion, as is indicated in the moder- 
product to ad- ate rise in inventories during the 
vance from an first quarter of 1950. The increase 
ennual rate of in nonfarm inventories was at an 
$254.6 billion annual rate of $2.5 billion. Inven- 
in the third tories are still less than last year. 


Quarter of ~(4) The boom has been accom- 
1949 to $263.9 panied by a large jump in the rate 
billion in the of gross private capital formation 
first quarter from an annual rate of $32.1 bil- 
of 1950; em- lion in the third quarter of 1949 
ployment in. to an annual rate of $41.1 billion 
April, 1950 to in the first quarter in 1950. Of 
rise about this rise of $9 billion in the an- 
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been a small increase in time de- 
posits. 

(12) The boom has not been ac- 
companied by an increase in new 
corporate security issues to raise 
new money. Total new corporate 
security issues for new money in 
the first quarter of 1950 were 
about the same (slightly less) 
than during the first quarter of 
1949 and also slightly less than 
during the last quarter of 1949. 


(13) The boom has not been ac- 
companied by an increase in gov- 
ernment expenditures for goods 
and services. These expenditures 
by local, state and national gov- 
ernments were running at a lower 
annual rate in the first quarter of 
1950 than in any quarter of 1949. 


(14) The boom has been ac- 
companied by a growing excess 
of cash payments by the govern- 
ment over its cash receipts. This 
increase in the cash deficit has 
been caused partly by a drop in 
tax receipts and partly by a rise 
in transfer payments and in gov- 
ernment investments. The prin- 
cipal increase in transfer pay- 
ments was the special dividend of 
$2.8 billion to veterans from the 
National Service Life Insurance 
Fund and the principal increase 
in investments has been the pur- 


National Mortgage Association. 
The deficit in the cash budget of 
the Federal Government in the 
present fiscal year will be about 
$4 billion in comparison with a 
surplus of $1 billion in the fiscal 
year 1948-49. If fiscal policy is 
to limit rather. than aggravate 
the ups and downs of business, a 
boom. should be accompanied by 
a rise in the cash receipts of the 
government relative to its cash 
payments. 


(15) The boom has been accom- 
panied by a considerable drop in 
merchandise exports from the 
United States and by a small rise 
in merchandise imports. The 
excess of exports over imports 
has considerably diminished. 


(16) The index of wholesale 
prices, after moving very little 
between December and March 
(changing from 151.2 in December 
to 151.7 on March 21) has started 
to rise rapidly. It was 156.1 in 
the week ending May 23. Par- 
ticularly rapid was the rise in the 
prices of farm products which in- 
creased from 157.4 on March 24 
to 165.3 in the week ending May 
23. The price level of commodi- 
ties other than farm products and 
food have moved very little in the 
last five months—from 145.5 in 
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non-farm raw materials have be- 
gun to move upward. 


III 


How long is the boom likely to 
last? The answer to this question 
depends upon the answer to sev- 
eral subsidiary questions: How 
long is industry likely to be will- 
ing to produce more rapidly than 
current consumption in order to 
build up inventories? How long 
are the demands for automobiles 
and housing likely to remain at 
present current levels? Will the 
plans for expenditures on indus- 
trial plant and equipment, most 
of which were made months ago, 
be revised upward as a result of 
the strong demand for goods dur- 
ing last winter and this spring? 


I do not know the answers to 
these questions. The answers de- 
pend upon how much the recent 
gains in employment broaden and) 
reinforce the boom ‘(1) by in- 
creasing the lagging demand for 
non-durable goods and (2) by in- 
creasing business expenditures on' 
plant and equipment. If the 
boom is broadened and rein- 
forced, it can easily last nine 
months or a year longer. The 
gains in employment will un- 
increase expenditures 


900,000 above 
April, 1949 to 
an all-time 
high for that 
month; the in- 
dex of indus- 
trial production to increase from 
a low of 161 last July (170 in 
August) to 189 in April—almost 
as high zs the peaks oi the fall of 
1948; manufacturers’ new orders 
to increase 13%, from $66.3 billion 
in the first four months of 1949, 
to $74.9 billion in the first four 
months of 1950. By May unem- 
ployment was down to 3.1 million. 
The drop in the level of whole- 
sale prices which began in August, 
1948 reached a bottom 16 months 
later in December, 1949. Since 
that time wholesale prices have 
been slowly rising. The advance 
in prices has been particularly 
marked since the end of March. 

What is the nature of the pres- 
ent boom in _ business? What 
causes have produced it? Is the 
boom gradually creating unsound 
business conditions? How long 
is it likely to last? What, if any- 
thing, should be done about the 
boom? Is there need to impose 
restraints upon some kinds of ex- 
pansion and, if so, what should be 
the nature of these restraints? 


II 


The boom up to the present 
time has been a boom in durable 
consumer goods, housing, and in- 
ventories. It has been facilitated 
by an increase in government def- 
icits. There has been no increase 
in investment by business con- 
cerns in piant and equipment, but 
increases in expenditures’ on 
equipment are beginning to occur. 
The boom has been characterized 
thus far by an absence of specu- 
lation, of much expansion of bank 
credit, or of much of a rise in 
prices. Let us examine briefly 
some of the more important char- 
acteristics of the boom. 


(1) There has been a small rise 
in personal consumption expendi- 
tures from an annual rate of 
$178.7 billion in the first quarter 
of 1949 to $182.7 billion in the 
first quarter of 1950. It is interest- 
ing to notice that throughout the 
year 1949, when personal income 
after taxes was falling most of the 
time, personal consumption ex- 
penditures were slowly increasing. 


(2) The jump of nearly $3 bil- 
lion in the annual rate of per- 
sonal consumption expenditures 
between the last quarter of 1949 
and the first quarter of 1950 is 
attributable in substantial meas- 
ure to the dividend on veterans’ 
life insvrance. Nevertheless, only 
about half of this dividend ap- 





Prof. S. H. Slichter 





*An address by Dr. Slichter before the 
National Confectioners’ Association, New 
York City, June 7, 1950. 


nual rate of investment, about $6.7 
billion is accounted for by a shift 
from living off of inventories at 
an annual rate of $5 billion to ac- 
cumulating inventories at the an- 
nual rate of $1.7 billion—$2.5 bil- 
lion a year in the case of non- 
agricultural industries. 


(5) The boom has thus far been 
accompanied by virtually no in- 
crease in expenditures on pro- 
ducers’ durable equipment. 

(6) The boom has been accom- 
panied by a modest rise in new 
construction from an annual rate 
of 4.6.4 billion in jyhe second 
quarter of 1949 and of $17.4 bil- 
lion in the third quarter of 1949 
to an annual rate of $20.1 billion 
in the first quarter of 1950. 


(7) The most important ele- 
ment in the construction boom 
has been residential building. In 
the first three months of 1950 con- 
tract awards for residential build- 
ing were more than double awards 
in the corresponding period in 
1950, and in the first four months 
new housing starts were 53% 
above the same period last year. 
In April, 1950, new housing starts 
set an all-time record for any 
month. 


(8) The boom has been accom- 
panied by a rapid increase in con- 
sumer credit and in mortgage in- 
debtedness. Total consumer credit 
rose from $15.3 billion in March, 
1949 to $18.3 billion in March, 
1950, or nearly one-fifth. New 
mortgage loans by all savings and 
loan associations in the first quar- 
ter of 1950 are estimated at over 
a billion—$1,041 million as com- 
pared with $691 million last year. 
New mortgage loans by building 
and loan associations increased 
every quarter last year and were 
$3.6 billion for the year. 


(9) Although business concerns 
are now accumulating inventories, 
the boom has not been accom- 
panied by an increase in com- 
mercial, industrial and agricul- 
tural loans. In fact, this category 
of loans was slightly less in the 
reporting member banks in May, 
1950 than in May, 1949. 


(10) There has been a moder?te 
expansion in bank credit in the 
last year. Loans and investments 
of weekly reporting member 
banks rose from $62.0 billion in 
May, 1949 to $66.7 billion on May 
10, 1950. The increase has been 
mainly in investments in govern- 
ment and nongovernment securi- 
ties. 

(11) The boom has been accom- 
panied by a small increase in the 
supply of money. Demand de- 
posits adjusted in reporting mem- 
ber banks increased by $1.1 bil- 
lion, or about 2.5%, between May 
18, 1949 and May, 1950. There has 


Dec., 1949 to 147.6 in the week ‘oubtedly 


ending May 23. More recently 


chase of about $1.3 billion of in- 


sured mortgages by the Federal Continued on page 38 























This is not an offering of these Debentures for sale, or an offer to buy, or a solicitation of an offer to buy, any of such 
Debentures. The offering is made only by the Prospectus. 


$40,000,000 
Northern Natural Gas Company 


2°% Serial Debentures 
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Due $2,000,000 on each May 1, 1953 to 1965, inclusive, $2,400,000 on 








each May 1, 1966 to 1969, inclusive, and $4,400,000 on May 1, 1970. 

MATURITIES AND YIELDS 
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Blyth & Co., Inc. 
Drexel & Co. Glore, Forgan & Co. 


lehman Brothers 


Harriman Ripley & Co. 


Incorporated 
Smith, Barney & Co. 
Stone & Webster Securities Corporation 


A. C. Allyn and Company Hemphill, Noyes, Graham, Parsons & Co. 








eraktewer "K Weeks G. H. Walker & Co. Dominick & Dominick 
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R. S. Dickson & Company arrey Swiss American Corporation 
First of Michigan Corporation Henry Herrman &Co. Laird, Bissell & Meeds 
The Milwaukee Company Shearson, Hammill & Co. Stern Brothers & Co. 


Whiting, Weeks & Stubbs 
Lee W. Carroll & Co. 
J. J. B. Hilliard & Son 
William R. Staats Co. 


William Blair & Company _— Blunt Ellis & Simmons 
Richard W. Clarke & Co. 


Kebbon, McCormick & Co. 


J. M. Dain & Company 

Newhard, Cook & Co. 
Kalman & Company,Inc. Kirkpatrick-Pettis Company 
Pacific Northwest Company C. F. Cassell & Company, Inc. 
Dittmar & Company John B. Joyce & Co. Quail & Co. 


June 14, 1950. 
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Is Free Enterprise Worth Saving? 


By JAMES E. 


McCARTHY* 


Dean, College of Commerce, University of Notre Dame 


Dean McCarthy, in reviewing economic and political conditions, 
warns prosperity picture is not as good as it looks. Sees gov- 
ernment stepping out of bounds and infringing individual rights. 
Attacks “Welfare State’ as sabotaging morals and machinery 
of democracy. Defends right to decent profits under private 
enterprise and asserts business has permitted itself to be 
jockeyed instead of taking the offensive in the current politico- 
economic struggle. Concludes job of business leader is to re- 
establish confidence in the integrity, capacity and ability of 
American private enterprise. 


I think I know what your reac- 
tion would have been—let us say 
a little more than a generation 
ago—had I come before you and 
said solemnly: 
“The Ameri- 
can system of 
free enter- 
prise is worth 
saving.” You 
would have 
been polite 
about it, of 
course, but 
the likelihood 
is that you 
would have 
raised an eye- 
brow and 
murmured: 
“Yes, and the 
sun rises in 
the East and 
sets in the West—two times two is 
four—and a straight line is still 
the shortest distance between two 
points. Why don’t you tell us 
something that isn’t axiomatic?” 


You and I both know that the 
question is no longer rhetorical, 
but eminently practical. Why? 
What has happened meanwhile? 
Are you any less sure of the fund- 
amental rightness of the system 
than you were nineteen years ago 
when Mr. Mullendore of the Cali- 
fornia Edison Company talked be- 
fore this same convention on the 
threat of Socialism to the electric 
utility industry? Of course you 
are not. You were sure of it then, 
and you are sure of it now, just 
as Iam. It was right then, and 
it is right now, because it is 
rightly based. 


Our faith has remained firm, 
but, I am sorry to say, too many 
of our fellow Americans have 
misgivings. Their faith has been 
shaken. It has been undermined 
by the sniping and sapping of 
misguided men who are inspired 
by alien ideologies. They are 
doing their best to destroy the 
American economic system both 
in theory and in practice. They 
attack the system as such, and— 
as your industry has very good 
reason to know—do everything 
they can to hamstring the enter- 
prises which function under it 
and contribute to the common 
good. The attacks have been so 
widespread, so consistent, and so 
malicious that the wonder is not 
so much that industiy functions 
as well as it does, but that it 
manages to function at all. 


“Is the American system of free 
enterprise worth saving?” The 
answer to this question hinges 
upon the answers we would make 
to some other inquiries. For ex- 
ample, What is the American svs- 
tem of free enterprise? What 
is its record; that is, what has it 
accomplished for us? Granting 
that we were to disca’d it, what 
system would we set up in its 
place? 

We find the answer to the first 
question in the principles sub- 
scribed to by the Founding Fathers 
of our country, one hundred and 
seventy-six years ago. when they 
staked their lives, their fortunes, 
and their sacred honor on their 
adherence to the universal truth 
that man is endowed by his Cre- 





James E. McCarthy 





*An address by Prof. McCarthy at the 
18th Annual Convention of the Edison 
Electric Institute, Atlantic City, N. J. 
June 6, 1950. 


ator with certain unalienable 
rights. 

Among those rights—in addi- 
tion to the life, liberty, and the 
pursuit of happiness, with which 
we are all so familiar—is the right 
to hold property and to be secure 
in the possession of property. In- 
herent in that principle is the 
right of thrifty men and women 
to put their savings in business 
enterprises that yield a fair re- 
turn on their investment while 
paying a fair wage to the worker 
and simultaneously performing 
services to the public or supplying 
the public with goods. 

What happens when that right 
is denied or abridged? Well, sup- 
pose we take a look at what has 
been happening to Great Britain 
since 1945 when it gave the nod 
to Mr. Attlee and his colleagues 
who believe in the substitution of 
economic planning and controls 
for private initiative. I quote from 
a recent editorial by William 
Henry Chamberlain in the “Sat- 
urday Evening Post’: 

“The missing dynamo in the 
British industrial machine is the 
absence of initiative to work hard 
and effectively. Every one is as- 
sured an extremely low, sub-WPA 
standard of living through full, or 
overfull, employment, cradle-to- 
grave ‘security’ and subsidies to 
keep down the prices of rationed 
foodstuffs. But because of the 
back-breaking taxes and_ the 
thousand restrictions on private 
initiative, no one has much in- 
ducement to rise above this low 
average.” 

Now, let us see what is happen- 
ing on our own side of the At- 
lantic. The politicians, on their 
non-political swings around the 
country, tell us that things are 
booming, and so they are. I ad- 
mit that at first glance the eco- 
nomic picture does not look too 
bad. Personal incomes are up. 
Sales of such items as television 
sets, furniture, and refrigerators 
are setting new records. The 
building of one million new 
homes—perhaps more—is sched- 
uled for 1950. During the first 
three months of the year automo- 
bile production reached two mil- 
lion cars, despite the Chrysler 
strike. In mid-May steel produc- 
tion set a new high record at 
101.3% of capacity. 


Is the Picture Really Good? 


Yes, at first glance the picture 
looks good. But it is not good 
enough. There are _ disturbing 
overtones. For example, millions 
of employable men and women 
are out of jobs, and their number 
is being increased this month by 
more than a million and a half 
high school and college graduates 
who are on a hunt for jobs in a 
labor market where business and 
industrial efficiency requires 
fewer workers to do a given 
amount of work. If they are to be 
absorbed, the answer lies not in 
existing industry, but in the cre- 
ation of new enterprises. But not 
enough new enterprises are being 
started, nor will they be started 
until there is some encourage- 
ment for the thrifty man to in- 
vest his capital with a reasonable 
hope of a reasonable _ return. 
Double taxation of dividends is 
killing the goose that lays the 
golden eggs. 

Fundamentally, of course, the 
tax burden, intolerable as it is, is 


only a symptom. Federal subsi- 
dies—those miracles of financial 
legerdemain whereby the farmer 
gets more for the foodstuffs for 
which the consumer pays less— 
are a symptom. So are the gov- 
ernment’s excursions into various 
fields of business with private en- 
terprise—in competition with you, 
for example. Our top-heavy 
governmental personnel—the in- 
ordinate number of persons that 
are directly or indirectly on the 
public payroll — is still another 
symptom. So are the messianic 
bureaucrats, the breast-beaters 
who shout piously that they will 
not let the people down. (Per- 
sonally, I feel that it is about 
time they let the people up.) All 
are symptoms of the political 
disease of totalitarianism, or state- 
ism. 

The incursions of government 
into fields where it does not be- 
long is part of a world-wide 
movement toward totalitarianism 
which has already come and gone 
in Italy in the form of Fascism, 
and in Germany in the form of 
Nazism. Today in the form of 
Communism it is stronger than 
ever and comprises the greatest 
single threat to individual liberty. 
It is based on an idea of govern- 
ment that runs counter to the 
principles that have always been 
part and parcel of the American 
way of life. It is diametrically 
opposed to the nature of American 
Government as it was instituted, 
and to the practice of American 
Government as it has been until 
just recently. 

The purpose of American Gov- 
ernment, as set forth in the Dec- 
laration of Independence, is to 
secure the rights of the individ- 
ual—that and nothing more. From 
a wholly practical standpoint, 
therefore, the government is a 
servant of the people. The govern- 
ment, as such, has no rights. It 
derives its “just powers from the 
consent of the governed.” It is, 
in other words, merely _ the 
people’s agent. Its sole task is to 
act as umpire, to preserve for each 
individual the unalienable rights 
that God gave him. 


‘Government Stepping Out of 
Bounds 


But government has been step- 
ping out of bounds. Not only has 
it been failing to protect the rights 
of the indivdual, but more and 
more it has been undermining 
those rights. Government, to state 
the case most simply, has been 
taking the attitude that it is the 
cause and not the effect of man’s 
individual rights. But you and I 
do not have rights because of gov- 
ernment. We have government 
because we have rights. Herein 
lies the essential difference be- 
tween the American citizen and, 
for example, the subject of the So- 
viet so-called republic. We have 
rights that the government is 
bound to respect. The Russian— 
or the subject of any other to- 
talitarian state — has no rights, 
but only privileges which may be 
granted or withdrawn at the whim 
of a Dictator. 

Gradually, our government has 
become coercive rather than pro- 
tective. And although thus far 
we are not completely under the 
thumb of a cynical Governmental 
Absolutism, we know that we can- 
not escape much longer. 

In our lifetime, we have seen 
the advocates of State-ism — or 
call it the ‘“‘Welfare State” if you 
like — sabotage the morals and 
machinery of Democracy: We 
have seen the sinister collusion 
of Big Government and Big Labor 
place an intolerable burden upon 
enterprise that is even now only 
nominally free. 

We have seen millions of de- 
luded citizens seek as a way of 
life, not progress, but only se- 
curity. “Security” is the sugar- 
coating on the bitter pill of State- 
ism; a security, I might add, at 
the taxpayer’s expense. We have 
seen the yoke of pauperism ac- 
cepted as a permanent way of life 


Continued on page 20 
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Dealer-Broker Investment 


is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 





Recommendations and Literature 
It 








Natural Gas News—Bulletin on 
several issues in the field — 
Scherck, Richter Co., Landreth 
Building, St. Louis 2, Mo. 


The Other Side of the Bank 
Stock Story—Analysis—Geyer & 
Co., Inc., 63 Wall Street, New 
York 5, N. Y. 

Also available are recent studies 
on Iowa Electric Light & Power, 
Iowa Public Service, Iowa South- 
ern Utilities, Kansas City Power 
& Light, Kentucky Utilities, New 
England Gas & Electric, Northern 
Indiana P. S. Common, Portland 
General Electric, Texas Utilities, 
Toledo Edison, Wisconsin Power 
& Light. 


Over-the-Counter Index—Book- 
let showing an ubv-to-date com- 
parison between the thirty listed 
industrial stocks used in the Dow- 
Jones Averages and the thirty- 
five over-the-counter industrial 
stocks used in the National Quo- 
tation Bureau Averages, both as 
to yield and market performance 
over an eleven-year period—Na- 
tional Quotation Bureau, Inc., 46 
Front Street, New York 4, N. Y. 


Portfolios for the Low-Price 
Common Stock Buyer—tThree se- 
lections based on speculative equi- 
ties selling at or below $15 per 
share—Francis I. du Pont & Co., 
1 Wall Street, New York 5, N. Y. 

Also available in booklet ‘“‘Mar- 
ket Pointers” is a discussion of 
Hedging With Leverage Invest- 
ment Trust Shares, a list of infla- 
tion hedge stocks, and brief anal- 
vses of Eastern Gas & Fuel and 
Allied Stores. 


Public Utility Common Stocks— 
Selected list of common stocks 
with high yield and growth pos- 
sibilities—Newburger, Loeb & Co., 
15 Broad Street, New York 5,N. Y. 
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Admiral Corp.—Memorandum— 
Floyd D. Cerf Jr. Co., 120 South 
La Salle Street, Chicago 3, IIl. 


Anemostat Corp. of America— 
Analysis—J. May & Co., Inc., 32 
Broadway, New York 6, N. Y. 

Also available is an analysis of 
Cooper Tire & Rubber Co. 


Belden Manufacturing Company 
—Bulletin—Cohu & Co., 1 Wall 
Street, New York 5, N. Y. 

Also available is a detailed re- 
port on Niagara Mohawk Power 
Corp. and Pennsylvania Power & 
Light Co. 


Canadian Pacific Railway Co.— 
Analysis—Abraham & Co., 120 
Broadway, New York 5, N. Y. 


Federated Department Stores— 
Memorandum—Shearson, Hammill 
& Co., 14 Wall Street, New York 5, 
New York. 

Also available is a brief memo- 
randum on Sterling Drug, Inc. 


Filtrol Company of California— 
Memorandum—Cruttenden & Co., 
209 South La Salle Street, Chi- 
cago 4, Ill. 


Ford Motor Company of Canada, 
Limited — Review — James Rich- 
ardson & Sons, 367 Main Street, 
Winnipeg, Man., Canada, and 80 
King Street West, Toronto, Ont., 
Canada. 


General Motors vs. Chrysler— 
Analysis—H. Hentz & Co., 60 
Beaver Street, New York 4, N. Y. 


Hammond Investment Company 
Analysis — Barclay Investment 
Co., 39 South La Salle Street, 
Chicago 3, Ill. 


Hart, Schaffner & Marx—Anal- 
ysis—Dreyfus & Co., 50 Broadway, 
New York 4, N. Y. 

Also available is a comparative 
analysis of 17 companies in the 
Petroleum Industry. 





International Minerals & Chem- 
ical Corp.—Analysis of stock as a 
growth equity — Hornblower & 
Weeks, 40 Wall Street, New York 
5, N. Y. 


Lea Fabric s—Information— 
Aetna Securities Corp., 111 Broad- 
way, New York 5, N. Y. 

Also available are data on Win- 
ters & Crampton, Plywood, Inc., 
Douglas & Lomason, and Copeland 
Refrigeration. 


Lion Oil Company—Analysis— 
Stanley Heller & Co.,' 30 Pine 
Street, New York 5, N. Y. 


Maryland Drydock Co.—Study 
—Kiser, Cohn & Shumaker, Inc., 
Circle Tower, Indianapolis 4, Ind. 

Also available is a leaflet of 
suggestions for Indiana investors. 


Mexican Light & Power Coe., 
Ltd. — Card memorandum — New 
York Hanseatic Corp., 120 Broad- 
way, New York 5, N. Y. 


Mexican Railways — Analysis— 
Zippin & Co., 208 South La Salle 
Street, Chicago 4, Ill. 


Natomas Co. — Memorandum — 
Walston, Hoffman & Goodwin, 
265 Montgomery Street, San Fran- 
cisco 4, Calif. 


Nekoosa Edwards Paper Co.— 
Special report—Loewi & Co., 225 
East Mason Street, Milwaukee 2, 
Wisconsin. 

Also available is a report on 
Pabst Brewing Co. 


North American Car Corp.— 
Detailed analysis—First Securities 
Co. of Chicago, 134 South La Salle 
Street, Chicago 3, Il. 


Northern New England Com- 
pany—Analysis—Ira Haupt & Co., 
111 Broadway, New York 6, N. Y. 

Purolater Products, Inc.—Anal- 
ysis—G. A. Saxton & Co., Inc., 
70 Pine Street, New York 5, N. Y. 


Riverside Cement Co—New 
analysis—Lerner & Co., 10 Post 
Office Square, Boston 9, Mass. 

Also available is a brief review 
of the Cement Industry. 


U. S. Thermo Control—Analysis 
—Raymond & Co., 148 State 
Street, Boston 9, Mass. 


Westinghouse Electric Corp.— 
Analysis — Spiegelberg, Feuer & 
Co., 30 Broad Street, New York 4, 
New York. 


Blyth Group Offers 
Ne. Nat. Gas Bebs. 


Blyth & Co., Inc., and associates 
on June 14 publicly offered $40,- 
000,000 of 254% serial debentures, 
dated May 1, 1950, of Northern 
Natural Gas Co. at prices result- 
ing in yields ranging from 1.75% 
to 2.775% for the respective ma- 
turities, plus accrued interest. The 
group was awarded this issue at 
competitive sale June 12 on its 
bid of 99.5609. 

Proceeds from the sale of de- 
bentures, plus proceeds of approx- 
imately $9,500,000 from the recent 
sale of additional common stock, 
will be used, in part, for construc- 
tion of additional facilities to in- 
crease the capacity of the com- 
pany’s system from 470,000,000 
cubic feet to 600,000,000 cubic feet 
daily deliverability and, in part, 
for the payment of promissory 
notes issued to temporarily pro- 
vide funds for such construction. 


With Beadling & Co. 


(Special to THe FPrnanctaL CHRONICLE) 
YOUNGSTOWN, Ohio—Edward 
B. Wright has been added to the 
staff of Beadling & Co., Union 
National Bank Bldg. 








Volume 171 





AD LIBBING 


Had you attended our conventions for the past several years 
you would have made the acquanitance of Leslie B. Swan of 
Chas. W. Scranton & Co., New Haven, Conn., 
President of the Security Traders Association 
of Connecticut, who represents the N.S. T. A. 
Advertising Committee for his affiliate. 

Les has a most pleasing personality and 
while enroute to conventions only the most 
experienced bridge player would dare to chal- 
lenge Les and his most charming wife. 

We know the Security Traders Association 
of Connecticut will demonstrate its ability to 
produce advertising for our coming Yearbook 
and convention issue of the “Chronicle.” 

Incidentally, Don Craft of Collin, Norton 
& Co., Toledo, Ohio, was in New York the past 
few days and expressed the idea of attending 
our next convention at Virginia Beach. Ed 
Welch should contact Don. Looks hike biggest 
convention ever! 

HAROLD B. SMITH, Chairman 
N. S. T. A. Advertising Committee 
Pershing & Company, 
120 Broadway, New York City. 





Leslie B. Swan 


HELP WANTED? 


The Security Traders Association of New York has an active 
Employment Committee consisting of: 

Arnold J. Wechsler, Ogden, Wechsler & Co., Chairman; James 
F. Kelly, Kidder, Peabody & Co.; D. Raymond Kenney, D. Ray- 
mond Kenney & Co.; Eugene Stark, Merrill 
Lynch, Pierce, Fenner & Beane, all of whom 
are desirous of assisting any trader with an 
employment problem. 

All listed or unlisted firms are imvited to 
reflect their needs to the committee which will 
do its utmost to furnish competent, depend- 
able, experienced trading personnel. 

And to all who may read this. . . if you 
know of any individuals with previous Wall 
Street trading experience, or any budding 
neophytes, anxious to learn the business, have 
them contact any one of the above members 
after 4 p.m. daily, and we'll be more than 
pleased to work in their behalf. 

It is not necessary to be a “STANY” mem- 
ber to benefit by this service, for which there 
is no charge. All inquiries are held im strict 
confidence. 


CLEVELAND SECURITY TRADERS ASSOCIATION 


The Cleveland Security Traders Association will hold their 


annual summer party at Kirtland Country Club on Friday, June 
23, 1950. 


Carl H. Doerge of Wm. J. Mericka & Co., Inc. is in charge of 
the arrangements, and Charles S. Nadeau of Gottron-Russell & 
Co. and Russell K. Rowley of Geyer & Co., Inc. will take care of 
the out of town guests. Milton Lewis of Jaffe, Siegler & Co. is 
in charge of the golf. 


DALLAS BOND CLUB 


Those placing in the special event at the outing of the Dallas 
Bond Club, May 30, were: 

First—Joe R. Dorsey, c/o Merrill Lynch, Pierce, Fenner & 
Beane, Philadelphia. 

Second—John Latshaw, c/o Uhlmann & Latshaw, Kansas City, 
Missouri. 


Third—Jean E. Thweatt, c/o Sanders & Newsom, Dallas, 
Texas. 


Fourth—John J. Weishel, W. C. Gibson & Co., Chicago, III. 

Fifth—Jack Moss, c/o Moss Moore & Co., Dallas, Texas. 

Sixth—David Danielson, c/o Wheelock & Cummins, Chicago, 
Illinois. 


Seventh—Bill Read, c/o Ranson-Davidson Co., San Antonio, 
Texas. 


Eighth—Charles W. Hahn, c/o Scherck, Richter Co., St. Louis, 
Missouri. 


NSTA CONVENTION PLANS COMPLETED 


Plans have been completed for the 17th annual convention of 
the National Security Traders Association, Inc. to be held Sept. 
26-30 at Virginia Beach, Va., it was announced by H. Frank Burk- 
holder, Equitable Securities Corporation, President of NSTA. 


Applications for convention registration and hotel space will 
be sent to members on July 10, he said. A special train will be 
operated from Chicago to Virginia Beach to accommodate mem- 
bers from the mid-western and western areas. 





Arnold J. Wechsier 











With Andrew C. Reid 
(Special to Tue Frnancrat CHRONICLE) 


MONROE, Mich. — Harry J. 
Seitz has become associated with 
Andrew C. Reid & Co., members 
of the Detroit Stock Exchange. 
Mr. Seitz in the past was with 
Wm. C. Roney & Co. and was a 
partner in Seitz & Gearhart of 
Monroe. 


With Wheelock Cummins 
(Special to THe Frnanctat CHronicie) 


CHICAGO, Ill—Edward T. 
Spiker has become associated 
with Wheelock & Cummins, Inc., 


135 South La Salle Street. He was 
formerly cashier for E. W. Thomas 
& Co. with which he had been 
associated for many years. 
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Investments for Business Men 


By ROGER W. BABSON 


Among investments recommended for small businessmen, Mr. 

Babson includes enough government bonds to pay inheritance 

taxes, stocks in merchandising companies and some productive 
real estate. 


Many of the letters which come 
to me are from small investors 
who have not funds enough to 
subscribe to a reliable Invest- 
ment Advi- 
sory Service. 
These, I try to 
answer frank- 
ly and freely. 
Recently, 
however, let- 
ters are com- 
ing from busi- 
nessmen who 
haven’t had 
any invest- 
ment experi- 
ence, although 
successful in 
their own 
business. With 
such letters in 
mind, I am 
writing this column. 

Unless World War III suddenly 
comes, I see no “business bust” in 
sight. In fact, so long as the Cold 
War continues, President Truman 
may be justified in artificially in- 
flating business to avoid unem- 
ployment. Therefore, I see noth- 
ing for the businessman to worry 
about at the moment. On the 
other hand, someday there will be 
a “bust” when stock prices and 
many commodity prices may sell 
for one half what they are selling 
for today. This means that a good 
bank account is the best insurance 
and investment for a businessman, 


Roger W. Babson 


Government Bonds 


Many successful businessmen 
have all their money in a factory, 
or store, or real estate. They have 
made no provision to enable their 
family to pay their “death taxes” 
so-called. As a result, the family 
has been obliged to sell, or mort- 
gage, the business in order to pay 
these taxes. If the death should 


come during a depression, this 
could be very serious. The Gov- 
ernment agrees, however, to take 
the U. S. Government 2%% 
bonds due 1967-72 in payment for 
these taxes at their face value 
upon death, even if Government 
bonds at that time may be selling 
at a discount. Therefore, busi- 
nessmen should figure now what 
their death taxes will be and al- 
ways keep enough of these Gov- 
ernment bonds on hand to pay the 
tax in anemergency. These bonds, 
however, should be the personal 
property of the man and not 
owned by his corporation. 


High Grade Long-Term Corpo- 
ration Bonds 


These are the bonds which are 
commonly advertised. They are 
mostly bonds of utility companies 
paying only about 3%. They are 
good investments for insurance 
companies and other institutions, 
but I see no reason why a busi- 
nessman should buy any at this 
time. This also applies to most 
preferred stocks. Even nontax- 
able bonds are selling too high 
at the present time. Therefore, I 
think that the businessman should 
forget bonds unless they have at- 
tractive convertible features. 


Merchandise Stocks 


Businessmen who want to buy 
stocks at this time might well 
consider merchandising stocks, es- 
pecially those of the leading chain 
stores. Such corporations have 
few labor troubles; they do a cash 
business and have a turnover of 
four or five times a year, and if 
out of debt, they can take care of 
themselves whether we are enter- 
ing inflation or deflation. Let me 
take this occasion to say that dur- 
ing the next few years the great- 
est opportunities will come to 
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those employed in selling. It will 
be easy enough for businessmet: 
to get goods manufactured but the 
difficulty will be to sell them. 
Young people who are graduating 
this month from college and higi. 
school will be wise to train to 
sell, even if it means house-to- 
house peddling. 


Productive Real Estate 


As a rule, most businessmen 
have enough in real estate, but | 
still feel it a prime investment 
Well located suburban acreage 
should be the most desirable 
Small fertile farms near settle 
communities should be good in- 
vestments. I like growing wood- 
land which belongs to “no union,” 
and “works” day, night, holidays 
and Sundays! I don’t care much 
for buildings or houses. Most 
well-located land is constantly 
growing more valuable; but nearly 
all buildings thereon are con- 
stantly growing less valuable. 


Education and Churches 


Wise businessmen will liberally 
invest in the family’s health, edu- 
cation and spiritual development. 
In fact, to be niggardly regarding 
these things is very dangerous. 
The truly rozt important invest- 
ments are those in the unseen and 
intangible. There is no use in 
working hard to make and save 
money and then have it dissipated 
by children lacking in good judg- 
ment or good religion. 


Albert W. Sanders 


ARLINGTON, N. J.—Albert W. 
Sanders, 44, a resident of this 
town, died at Doctor’s Hospital in 
New York City. He is survived by 
his wife, Louise de George Sanders. 


Mr. Sanders was a 32nd degree 
Mason. He was associated with the 
investment firm of Dudley F. King. 
Previously he headed his own firm. 
A. W. Sanders & Co., dealing in 
investment securities, with offices 
in Newark, N. J. During the war 
he was purchasing agent for 
Wright Aeronautical Corp., Pater- 
son, N. J. He was a member of 
the Bond Club of New Jersey. 
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Hemphill, Noyes, Graham, Parsons & Co. 
Laurence M. Marks & Co. 


This announcement is neither an offer to sell, nor a solicitation of offers to buy, any of these 
securities. The offering is made only by the Prospectus. 


426,000 Shares 


American Metal Products Company 


Common Stock 
($2 Par Value) 





Price $20 per Share 


Copies of the Prospectus may be obtained in any State only from such of 
the several Underwriters, named in the Prospectus and others as may 
lawfully offer these securities in such State. 


Reynolds & Co. 


Paine, Webber, Jackson & Curtis 


Paul H. Davis & Co. 
A. C. Allyn and Company 


Incorporated 
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Five Years of Industrial Peace 


By C. E. WILSON* 
President of General Motors 


Asserting agreement of General Motors with UAW-CIO for five 
years of industrial peace is based upon experience, logic and 
principles rather than on pressure, propaganda and force, Mr. 
Wilson outlines forces back of new contract. Explains why 
long term contract was negotiated with a cost-of-living formula. 
Looks for continuation of technological improvements to offset 
wage and pension requirements. Upholds “insurance package” 
and pension plan, and upholds union security provisions in con- 
tract as workable. 


The five-year agreement be- 
tween General Motors and the 
UAW-CIO, promising five years 
of industrial peace in General 
Motors plants, 
was concluded 
on May 23, 
1950. Such an 
agreement, 
settling all 
matters for so 
long a time, is 
unique and 
unprece- 
dented, and 
appar ently 
was so unex- 
pected that 
many people 
have asked us 
what the big 
story behind 
it is, wonder- 
ing how so much ground couia w2 
covered so quietly without pres- 
sure bargaining, wondering what 
motivated the parties, perhaps 
wondering how a big union and a 
big company could move so far 
forward so fast. 


As a matter of fact, there is 
quite a story beninu wis ag.ec- 
ment and it goes back-far beyond 
the relatively short period of the 
recent negotiations. It is the 
story of building up good, work- 
able relationships with the unions 
based on reason and experience 
over a period of years. For our 
part, we have always kept in 
mind not what might be expedi- 
ent from a short-range viewpoint, 
but what is right and fair for 
our employees and the corpora- 
tion now and in the years ahead. 
The five-year agreement could 
not have been reached except for 
the progress made two years ago 
in adopting a formula for fair 
wage determination, and if the 
UAW-CIO had not demonstrated 
during this two-year period its 
sincerity and _ responsibility in 
carrying out agreements. 


Our thinking behind this agree- 
ment is that we want all jobs in 
General Motors to be good jobs. 
We want our employees to want 
to work for General Motors. Only 
in that way can we continue to 
make the kind of progress we 
have made in the past and build 
quality products for our custom- 
ers. On this last depends the 
progress of everyone connected 
with the business—stockholders, 
dealers, suppliers, as well as em- 
ployees and the unions. Custom- 
ers in particular will gain by this 
agreement, since customers are 
the real victims of strikes. 





Cc. E. Wilson 


Bases cf New Agreement 


The present agreement, there- 
fore is based upon experience, 
logic and principles rather than 
on pressure, propaganda and 
force. The principles are impor- 
tant and, we believe, can be ap- 
plied generally. They are: 


(1) That it is logical, fair and 
reasonable to maintain the pur- 
chasing power of an hour’s work 
in terms of goods and services the 
“employee must purchase in his 
daily living. There may be some 
backward countries where the 
gnass of the people are on a sub- 
sistence level and where, as an 
aftermath of wars or partial crop 





*An address by Mr. Wilson before the 
Matinral °--ss Club, Washington, D. C., 
June 8, 1950. 





failures, the standard of living 
has to be reduced, but this cer- 
tainly is not the case in our pros- 
perous nation. 

(2) That all Americans look 
forward to improving their condi- 
tion and that workmen, along 
with other citizens, are entitled 
to share in the advancing pros- 
perity of the nation. If workmen 
are denied any increase in hourly 
wages and they can look forward 
only to a better standard of liv- 
ing through.reduction of prices, 
the process for them is terr.bly 
slow: and in many cases the prod- 
ucts they are producing, especially 
in the heavy goods industries, are 
not the ones they are consuming 
themselves. Workmen will apply 
themselves better to their work 
when they can see directly that 
they are getting somewhere. 

(3) That the way to advance 
the nation’s prosperity and 
achieve higher standards of liv- 
ing for all is through science and 
technology, taking advantage of 
better tools, methods and organ- 
ization and substituting machines 
and mechanical power for human 
backs. 

(4) That to produce more with 
the same amount of human effort 
through technological improve- 
ment is a sound economic and 
social objective that discards the 
false philosophy of made work, 
featherbedding, and the e roneous 
idea that machines take the bread 
out of the workmen’s mouths. 

(5) That insecurity worries peo- 
ple and that it was reasonable foi 
the corporation to assist employ- 
ees in acquiring life insurance, 
sickness and accident benefits, 
hospitalization and surgical cover- 
age and pensions to protect them 
to the degree possible against the 
individual hazards of life. 

(6) That cooperation and peace, 
rather than strife and industrial 
warfare, will best promote the 
prosperity of the employees, the 
company and all the people and 
even strengthen the nation. 


The highlights of the agreement 
are: 

A five-year term expiring May 
29, 1955. without reopening by 
either party for any cause. 

A cost-of-living formula by 
which wages are adjusted each 
three months in line with changes 
in the consumers’ price index of 
the U. S. Bureau of Labor Statis- 
tics. 

An improvement 
cents per hour adied to all wage 
rates starting May 29, 1950, and 
annually thereafter for the period 
of the agreement. 

Recognition by the parties that 
higher living standards depend 
upon technological advancements 
and the cooperative attitude of all 
parties in such progress. 

A sound, funded non-contribu- 
tory pension plan integrated with 
Federal Social Security. 

An insurance package, for which 
the corporation pays approxi- 
mately one-half the cost, covering 
group ‘life insurance, continuiirg 
insurance upon retirement at no 
further cost to the employee, sick- 
ness and accident benefits for all 
employees, and hospitalization and 
surgical coverage for the employ- 
ee’s family as well as himself. 

Increasing the vacation pay of 
employees with 15 years’ service 
or more from the 80 hours pay 


factor -of 4 


they 
hours. 

An additional increase of 5 
cents per hour for certain skilled 
jobs. 

Union security which -resolves 
the problem of a union shop in a 
practical and workable manner. 

Retention with little or no 
change of the main clauses of the 
previous agreement sucn as those 
dealing with union recognition 
and responsibility, management's 
rights and obligations, grievance 
procedures, seniority, work stand- 
ards, promotions and_ transfers, 
and the impartial umpire. These 
provisions, tested through years of 
experience, have been found to be 
fair and workable. A number of 
minor changes in contract lan- 
guage were made in other provi- 
sions to improve the agree.,.ent to 
the benefit of all parties. 


previously enjoyed to 120 


Insurance Plans Must Be 
Approved by Unions 


It is well to remember in think- 
ing about union-management 
agreements that under the laws oi 
our land it is an unfair labor prac- 
tice for an employer to raise 
wages, improve insurance plans or 
grant pension plans without tle 
consent of the union that has bar- 
gaining rights. General Motors at- 
tempted to put an improved in- 
surance plan into effect Jan. 1, 
1948, and was stopped by one of 
the unions that had bargaining 
rights in the plants. The National 
Labor Relations Board cited us for 
unfair labor practice and got out 
an injunction to stop the installa- 
tion of the plan so that it could 
only be put into effect for salaried 
people and in certain plants where 
unions did not object’ or there 
were no unions. After the 1948 
agreements went into effect, May 
29, 1948, this union finally agreed 
to withdraw its complaint so that 
the employees would receive the 
benefit of the plan. 


Many people do not realize that 
unions have such rights and think 
that the agreements only protect 
the unions and employees against 
reductions or decreases. As a re- 
sult, the impression is created 
that improvement in wages, work- 
ing conditions and berefit plans 
are brought about year by year 
only by a union beating an em- 
ployer over the head. Unfor- 
tunately, in collective bargai.ing 
one party or the other too often 
tries to gain an advantage—a bar- 
gain, like buying something for 
less than it is worth in a store. I 
think the only sound approach to 
collective bargaining is to work 
out an agreement that will clarify 
the rights and responsibilities of 
the parties and operate to the ad- 
vantage of all concerned. 


Why the Five-Year Period 


When we started the negotia- 
tions which led to this agreement 
we frankly discussed what kind of 
agreement the parties would try 
for and how we would go about ii. 
Would we try for a pattern agree- 
ment for two or three years with 
annual reopenings on wages and 
perhaps other economic consider- 
ations, or would we make the ef- 
fort to settle all matters for a 
much longer period of time? We 
said that for the ordinary kind of 
pattern agreement, obviously we 
would not try to undercut the 
economie considerations recently 
agreed to in the automotive indus- 
try. On the other hand, the union 
and our employees could not ex- 
pect by ordinary collective bar- 
gaining to obtain benefits very 
much greater than had been ob- 
tained recently from other cor- 
porations in the industry. How- 
ever, we said that, based on some 
of the principles we established 
two years ago, a really construc- 
tive agreement of an entirely dif- 
ferent kind was possible and we 
would be willing to do our best to 
work out such an arrangement. 
This gave us an unusual oppor- 
tunity to ¢o the kind of things we 
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Louis V. Sutton Named President 
Of Edison Electric Institute 


Head of Carolina Power & Light Company 
succeeds Elmer L. Lindseth, President of Cleve- 


land Electric Illuminating Co. Henry B. Bryans, 
President of Ph ladelphia Electric Co., made 


Vice-President. 


Louis V. £utton, President and General Manager of the 
Carolina Power & Light Company, Raleigh, N. C., was elected 
President of the Edison Electric Institute at the close of the 18th 
Annual Convention on June 6, at Atlantic City, N. J. In taking 
office for a 12-month term, 
Mr. Sutton becomes the 
principal spokesman of an 
organization whose mem- 
ber electric companies 
serve 30 million customers. 
He succeeds retiring Insti- 
tute President Elmer L. 
Lindseth, President of The 
Clevelanj Electric ILlumi- 
nating Co., Cleveland, O. 

Afier graduation from 
Virginia Polytechnic Insti- 
tute in 1910, Mr. Sutton 
servej two years with the 
General Electric Company, 
as a member of its engi- 
test course. He 
joined in 1912, the Carolina Power and Light Co., the organization 
he now heads. Beginning as a statistician, he successively became 
Assistant Engineer, Division Manager, Commercial Manager, and 
Assistant to the General Manager. In 1924, he accepted the posi- 
tion of Assistant General Manager with the Arkansas Central 
Power Co. Later he moved to Jackson, Mississippi, where he 
helped organize the Mississippi Power & Light Co., becoming Vice- 
President, General Manager, and a director of that organization. 


Mr. Sutton returned to Raleigh in 1933 to become President 
and General Manager of the fast-expanding Carolina Power and 
Light Co. 

Cne of the best known leaders in the electric industry, Mr. 
Suttcn hes been active in a number of regional and national or- 
ganizations. His past service with the Edison Electric Institute 
includes duty as a member of the Board of Directors, and, since 
last June, as the organization’s Vice-President. 


Other interests of Mr. Sutton in the electric field include 
membership in the American Institute of Electrical Engineers and 
the North Carolina Society of Electrical Engineers; director and 
past President of the Scutheastern Electric Exchange; past direc- 
tor of the National Association of Electric Companies; one of the 
organizers cf the industry’s Public Information Program. 


Mr. Sutton is a director of the National Association of Manu- 
facturers, director of the Business Foundation of the University of 
North Carolina and director of the Engineering Foundation, State 
College of the University of North Carolina. A member of the 
Raleigh Rotary Club, he is an Episcopalian. In 1944, he was 
awarded the degree of Doctor of Engineering by North Carolina 
State College. 


The son of a tobacconist, Mr. Sutton was born in Richmond, 
Va., in 1889, and was graduated from Virginia Polytechnic Insti- 
tute (BS Electrical Engineering), where he is an Omicron Delta 
Kappa. He was married in 1912 to Miss Cantey McDowell Venable, 
and tre couple have a son and a daughter. 


Although Mr. Sutton was a member of the VPI football squad, 
his hobbies now are hunting and fishing. As a member of the 
Fontinalis Club of Asheville, he has hunted and fished over much 
of the Blue Ridge and Great Smokies. 
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Henry B. Bryans Elected Vice-President 


The Convention also elected Henry B. Bryans, President and 
director of the Philadelphia Electric Co., Philadelphia, Pa., as Vice- 
President of the Edison Electric Institute. The Philadelphia util- 
ity executive succeeds Louis V. Sutton, who was elected President. 


Mr. Bryans has been identified with the public utility industry 
for his entire business career. 


Porn and educated in Philadelphia, he was graduated from 
Central High Echool and the University of Pennsylvania with the 
degree of Bachelor of Science in Mechanical Engineering and en- 
tered the employ of The United Gas Improvement Co. 


After varied experience in the gas business, mostly in Phila- 
delphia and Kansas City, Mo.; he entered the electric utility field 
as an Engineer of the Fulton County Gas and Electric Co. of 
Gloversville, N. Y., and later at Counties Gas and Electric Co. in 
Norristown, Pa. 


Subsequently, he became General Superintendent and later 
Assistant General Manager of the Philadelphia Suburban Counties 
Gas and Electric Co., and in 1929 was named Vice-President in 
charge of operations of the Philadelphia Electric Co. In 1938 he 
was elected Executive Vice-President and in April, 1940, became 
a member of the Board of Directors: He was elected President of 
the Philadelphia Electric Co. in June, 1947. 


T. E. Greene & Co. 


(Special to Tue Frnanctat CHRONICLE) 


Chicago Analysts to Hear 
CHICAGO, Ill.—Jerry A, Cogan 


of the Standard Oil Company of 
New Jersey is addressing the In- 
vestment Analysts Club of Chi- 
cago on the “World Oil Situation 
Today.” 


DENVER, Colo.—T. E. Greene 
& Co., 1641 Stout Street, is con- 
tinuing the business of A. B. Wil- 
liams & T. E. Greene. Henry A. 
Janzen is associated with the firm. 
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What Lies Ahead for Business? 


By GARFIELD V. COX* 
Dean, the School of Business, University of Chicago 


Chicago University economist analyzes business indexes of cur- 
rent p:riod and lays recovery from 1949 dip last August as 
rebound from a period of rapid inventory reduction to one of 
moderate inventory accumulation. Comments on effect of Fed- 
eral deficits on prices and concludes there will be no new dras- 
tic spiral of inflation. Though predicting some reduct-on in 
output of durable goods, looks for rise in consumer goods due 
to heavier consumer spending. Sees easy credit conditions con- 
tinu.ng and concludes general business prospects for next few 
years appears favorable. 


Thus far 1950 has been an even 
better year for business than for 
business forecasters. As the year 
opened expectation was general 
that business 
would be good 
the first few 
months and 
lower in the 
second half. 
But no quan- 
titative pro- 
jection which 
I have seen 
predicted that 
the Federal 
Reserve Index 
of Industrial 
Production 
would exceed 
190 by May, 
that automo- 
bile output 
would rise to an annual rate of 
9,000,000 cars and trucks, or con- 
struction to a rate in excess of $26 
billion. Few foresaw so sharp a 
rise as has occurred in the prices 
of metals, steel scrap, lumber and 
raw rubber. 


Our interest today is in what 
lies ahead. Is price inflation tak- 
ing hold egain? If so, how far is 
this wave of it likely to run? Ifa 
broad advarce in prices does not 
develop will the boom in produc- 
tion continue, nevertheless? What 
is the outlook for consumer spend- 
ing? When may we expect the 
next business downturn and how 
severe is it likely to be? These 
are among the questions which all 
are asking and none can answer 
with assurance. Through the study 
of relevart factors one may de- 
velop more or less informed opin- 
ions. But, even with careful anal- 
ysis, the best result one can intel- 
ligently hope for is that, in the 
long run, informed opinions will 
average more correct than igno- 
rant guesses. 


A Leok Backward 

A brief look backward may help 
us to look forward with more in- 
sight. In the great postwar rise 
in gross national product, the 
most dynamic of the major factors 
was gross private domestic in- 
vestment. This grew from a $10 
billion anvzual rate in the third 
quarter of 1945 to a $48 billion 
rate in the fourth quarter of 1943. 
Although the largest factor in this 
total was new construction, fol- 
lowed closely by business spend- 
ing for equipment, the most spec- 
tacular rate of increase was in ac- 
cumulation of inventory. In the 
third quarter of 1945 business in- 
ventory was being reduced at the 
annual rate of $1.6 billion; in the 
final quarter of 1948 inventories 
were increasing at the rate of $9 
billion. Of the $14 billion by 
which gross private investment in 
1948 exceeded that of the previous 
year, almost haif consisted of in- 
crease in business inventories. 

It is now commonly said that 
the contraction in business which 
occurred last year was almost ex- 
clusively a matter of inventory 
reduction. At annual rates gross 
national product fell from the 
fourth quarter of 1948 to the third 
‘quarter of 1949 by $15.7 billion. 
Over five-sixths of this drop is 





Garfield V. Cox 





*An address by Dean Cox at the Sec- 
ond Annual Business Conference, Rutgers 
University, New Brunswick, N. J., June 
6G, 1950. 


accounted for by the shift from 
inventory accumulation at a rate 
of $9 billion to inventory reduc- 
tion at the rate of $5 billion. 
Many persons have noied taat 
meanwhile the total spending of 
consumers declined by less than 
1% and have on this basis con- 
cluded that businessmen gener- 
ated the recession by their own 
totally unwarranted fears. 

This is a false interpretation. 
For nine years, from 1938 to 1947, 
businessmen had observed a sus- 
tained and rapid rise in the na- 
tional total of personal consump- 
tion expenditures. From V-J Day 
onward until 1948 the rise was 
swift. Then the curve flattened. 
In the first six months of that 
year the dollar volume of con- 
sumer buying rose by no more 
than did the consumers’ price in- 
dex. During the second six months 
consumer buying rose none at all 
in the face of substantially nigher 
cisposable personal income and 
slightly higher consumer prices. 
A volume of inventories, that 
seemed appropriate while con- 
sumer buying was growing rapidly 
and retail prices were advancing, 
seemed no longer prudent when 
the growth in general market de- 
mand appeared to have stopped. 
I grant that the disinvestment in 
inventories was in some areas ex- 
cessive. I do not agree that man- 
agement’s shift in inveatory policy 
was without cause. 


Recovery Began Last August 


In terms of gross national prod- 
uct the recovery which began last 
August has been primarily a re- 
bound from a period of rapid in- 
ventory reduction to one of mod- 
erate inventory accumulation. The 
Federal Reserve Board index of 
Industrial Production has risen 
rapidly, except as interrupted by 
a succession of strikes. It has 
received impetus from the sharp 
increase in new construction, and 
the record rates of consumer 
spending for automobiles, televi- 


sion sets and other consumers’ 
durables. Construction contracts 
and car sales both reflect the 


strength of accumulated demand. 
Construction has benefited by 
government measures to stimulate 
home building, and car sales by 
relaxation of consumer credit reg- 
ulations. Recent record rates of 
steel output have sprung in part 
from the effort to overcome strike- 
induced shortages of supply. 

A pervasive factor has been 
the influence of the huge shift in 
the fiscal relation of the Federal 
Government to the public. For 
calendar 1948 and the first quar- 
ter of 1949 the government re- 
ceived from the public an average 
of $740 million a month more than 
it paid out. By contrast, in the re- 
maining nine months of last cal- 
endar year it paid to the public 
an average of $500 million a month 
more than it took in. In calendar 
1950, after a slight respite arising 
from the seasonal practice of 
heavy payments from public to 
Treasury in the first quarter, the 
cash deficit is again running high 
with no early prospect-of a bal- 
ance. If private business were in 
a slump we should welcome a 
Federal cash deficit. Its persist- 
ence in the face of high employ- 
ment and consumer buving. and 
of new high records jn disposable 
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personal income, is in the long 
view deeply disturbing. This is 
probably the first nonwar period 
of any length in American his- 
tory when the Federal Govern- 
ment has run a large cash deficit 
at a time of high business activ- 
ity, rapid increase of consumer 
credit and of state and local gov- 
errment borrowing. The amount 
of consumer credit extended is 
expected to increase in 1950 by 
$3 billion and state and local net 
debt by $2.5 billion. A habit of 
Federal deficits in prosperity is 
one we should not form. 

The official Federal budget pro- 
posed for fiscal 1951 called for 
cash payments to the public $9.3 
billion greater than the actual 
payments of fiscal 1948. The im- 
pression seems widespread that 
this great increase in three years 
has been imposed upon us primar- 
ily by the cold war. This is not 
so. Increases in cash expenditures 
for national defense, international 
affairs, interest on the public debt 
and veterans’ benefits and services 
total only $1.2 billion. By con- 
trast more than $8 billion of the 
increase in cash payments goes to 
such domestic welfare programs 
as old age and unemployment 
benefits, public assistance, farm 
price support, river basin devel- 
opment, and mortgage purchases 
by the Reconstruction Finance 
Corporation. It is important to 
note that, of the shift from the 
$8.8 billion cash surplus of fiscal 
1948 to the $2.7 billion cash defi- 
cit estimated for fiscal 1951, only 
$2.3 billion arises from reduction 
in Federal cash receipts from the 
public while $9.3 billion comes 
from increase in Federal cash pay- 
ments to it. 


Is There a New Spiral of 
Inflation? 


Since Congress seems so seldom 
able to say no to pressure groups, 
and since the spending for de- 
fense appears likely to increase, 
the question is being raised 
whether we are now entering an- 
other turn of a spiral of price in- 
flation. As signs that we are, men 
point to the new highs in dispos- 
able personal income, the swift 
rise in prices of basic commodi- 
ties, the reappearance of short 
supplies-in some durable goods, 
the remarkably sustained advance 
in industrial common stock prices, 
and evidences of the intention of 
Federal authorities to keep money 
and credit conditions easy. I must 
grant the possibility that we stand 
at the beginning of another seri- 
ous advance of prices. I doubt, 
however, that this is so. 

Several factors argue against 
the probability of such a price 
run-up as in 1946 or 1947. We are 


much nearer than then to catch- 
ing up on the shortages born of 
the war, of the low output of the 
1930s and of the phenomenal rate 
of family formation since 1945. 
The labor supply and the capacity 
of most industries are adequate 
to take care of demand unless 
rapid inventory accumulation is 
again undertaken. It was last 
year’s reduction of many inven- 
tories to undesirably low levels 
that laid part of the basis for the 
current sharp recovery. My pres- 
ent é€xvectation is that business 
managements will prove too cau- 
tious to reach for commodities at 
rising prices in order to expand 
their holdings of goods to high 
levels. Strike-induced shortages 
such as those in steel should be 
fairly rapidly overcome. Prices 
of farm products have risen in 
response to reports of adverse 
growing conditions, but huge gov- 
ernment holdings should limit ad- 
vances in this sector. Government 
stockpiling of strategic materials 
has gone far enough so that it will 
probably not be pressed in tight 
markets. A factor hard to assess 
is world buying in fear of war. 
There has apparently been some 
of this and will probably be more, 
but my own guess is that it will 
not lend steady or lasting strength 
to markets. 


The fiscal factor we have al- 
ready discussed. While the pro- 
posed Federal cash outlay for fis- 
cal 1951 is very high, it is no high- 
er than the estimated expenditure 
for fiscal 1950. It may possibly be 
reduced by a smaller than antici- 
pated cost of supporting farm 
prices. Furthermore, corporate 
profits and personal incomes are 
likely to be apppreciably higher 
than those on which the official 
budget projection was based. This 
windfall should offset any likely 
extent to which Congress fails to 


live up to the Administration’s tax: 


program. Whatever the size of the 
cash deficit, one of its effects will 
probably be to increase bank 
holdings .of governments and, 
therefore, to increase bank depos- 
its. But the total money supply is 
already so large that in percent- 
age terms the increase will be 
quite small. 


It is obviously much easier to 
predict that any price change 
within the next year will be 
moderate than to suggest its prob- 
able limits in quantitative terms. 
I am willing to be more definite 
provided you do not erroneously 
take the definiteness to mean that 
I am confident of the correctness 
of the forecast. The Bureau of 
Labor Statistics wholesale price 
index for May will be about 155, 
up four points from the low of last 
December. I doubt that it will 
reach 160 this year and suspect 
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that the average for the 12 months 
will be not far from the present 
level. Assuming that the price in- 
dex holds this year within the 
suggested range, I see no convinc- 
ing reason now why it should 
change greatly during the first 
half of 1951. Effects of the long- 
run inflationary bias in our econ- 
omy may be held in check during 
that period by the progress made 
in eliminating shortages of hous- 
ing, cars and other durables. 


Will Production Be Maintained? 


Assuming that no broad advance 
of commodity prices is a near 
prospect, will the rate of indus- 
trial production be well main- 
tained over the next year? The 
Federal Reserve Index for May 
was probably at least 190. This is 
a big rise from the 161 of last July 
or even the 170 of last August. 
Can a pace of 190 be maintained 
without dangerous accumulation 
of business inventories? Nobody 
knows, but analysis may help one 
to form an opinion. In 1947 the 
index averaged 187 and in the 
gross national product estimates 
for that year no net change oc- 
curred in business investment in 
inventories. In 1948 the produc- 
tion index averaged 192 and busi- 
ness investment in inventories in- 
creased by $6.5 billion. In 1949 the 
production index averaged 176 and 
gross national product figures 
show business disinvestment in 
inventories of $2.5 billion. Esti- 
mates made on another basis indi- 
cate reduction of more than $4 
billion. 

This crude analysis suggests 
that production should be main- 
tainable well above the average 
rate of 1949. But many other fac- 
tors should be taken into account, 
of which we can mention only a 
few. In 1947 the index was helped 
by a very large volume of exports. 
Today record demand for build- 
ing materials is eontributing to the 
current high level of industrial 
output. A recent Department of 
Commerce study of the demand 
for housing indicates a basis for 
sustained high construction for 
two to three years more. A major 
source of this tremendous demand 
has been the formation since the 
war of six million new household 
units. Highly significant is the 
continued absence of vacancies. It 
seems probable, however, that this 
spring’s rate of construction will 
not continue undiminshed until 2 
normal vacancy ratio in housing is 
attained. More likely is a gradual 
tapering of demand. But increase 
in public construction and in busi- 
ness orders for productive equip- 
ment are likely to expand enough 
to offset any decline in residentiak 
construction within the next year. 
Sales of automobiles and other 
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B. B. Bratton Opens 


LOS ANGELES, Calif. — Ber- 
tram B. Bratton is engaging in a 
securities business from offices at 
251444 South Central Avenue, 
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Meaning of Management 


Laying bare the structure and 
process of Investment Manage- 
ment or Portfolio Supervision is 
The Investment Service Corpora- 
tion’s method of impressing its 
shareholders with the fact that in- 
vestment management is a “full 
time job.” 

Investment Service selected the 
period from November, 1948, to 
April, 1950, and exposed to its 
shareholders most of the intricate 
workings and problems of the 
management process, including ex- 
cerpts from research reports, pur- 
chases, sales, and the like. 

The period was selected because 
it was long enough to cover a 
variety of transactions, it was re- 
cent and vivid in the investor’s 
mind, and it covered what is 
termed a “minor cycle.” 

Heaven knows what images rise 
in a _ prospective shareholder’s 
mind when he hears or reads the 
phrase “investment management.” 
It is almost certain, however, that 
he does not appreciate fully the 
worth and scope of the portfolio 
supervision for which he pays so 
little. 

Diversification, another impor- 
tant attribute of Mutual Funds, is 
a clearly visible phenomenon to 
the shareholder. Doubtless, he has 
at some time in the past even 
“diversified” his own portfolio. 

But investment management is 
not so well-comprehended for the 
very reason that most sharehold- 
ers have not experienced in any 
great detail this stage of investing. 
Certainly, he can only infer from 
the word “management” some- 
thing similar to his own mental 
processes in selecting a stock—the 
computation of yield, book value, 
and a few other rule-of-thumb 
guides. 


A description of actual invest- 
ment management then, over a 
given period, is a powerful weapon 
for sales. What investor will not 
say, after an examination of such 
workings, “How can I possibly 
duplicate this?” 

Fund management has so far 
muffed the approach in stressing 
the words “Experienced invest- 
ment management” without tell- 
ing shareholders what it means. 


Investment Service Corporation, 
Denver, Colo., has a clever idea 
which it ought to exploit more 
fully. 





Group Securities Sees 
No Serious Decline 


“It becomes increasingly plain,” 
states the June Investment Report 
of Group Securities, “that no steps 
which could be considered seri- 
ously deflationary are likely to be 
taken by Government — certainly 
not before Election Day 1950 and 
probably not before Election Day 
1952. It is not a happy outlook for 
those dependent upon incomes of 
fixed dollar amounts. On the other 
hand our productive power is so 
enormous that commodity price 
advances are not likely to get out 
of hand. Inflation of serious de- 
gree is possible only in the face 
of shortages. 


“Investors are still skeptical 
that the business outlook can be 
as bright as it seems,” the Report 
continues. “Currently increasing 
earnings and dividends are not be- 
ing recognized in present prices 
for common stocks of many of our 
leading enterprises. Despite the 
possibility of a reaction in stock 
prices for technical and psycho- 
logical reasons, we fail to find 
reasonable grounds for a serious 
decline. 


“The basic features of securities 
markets continue to be (1) the in- 
creasing pressure of investment 
money seeking a reasonable rate 
of return, and (2) the continued 
wide discrepancy between rates of 
return on top-grade bonds and 


Mutual Funds 


By ROBERT R. RICH 











stocks. Since interest rates on 
bonds are being completely ‘man- 
aged’ by Government and will 
necessarily be kept low because of 
the cost of servicing our huge 
public debt, the direction of in- 
vestment pressure continues to- 
ward advancing the prices of 
stocks.” 


Wisconsin Assets Up 20%; 
Sherry Elected Director 


Fernand Paternotte, Secretary- 
Treasurer of Wisconsin Invest- 
ments, stated that total assets of 
the company increased approxi- 
mately 20% from the first of the 
year to May 31, and now exceed 
$2,400,000. 

Avery Sherry, Milwaukee, en- 
gaged in the real estate and lum- 
ber business as well as manage- 
ment of investment funds, has 
been elected a director to fill a 
vacancy. 


Fund Offerings 


National Securities— 
7,500,000 Shares 
National Securities Series, June 
9, filed a registration statement 


with the SEC covering 7,500,000 of 
its shares. 


Bond Fund of Boston 
300,000 Shares 

Bond Fund of Boston, Inc., 
June 9, filed a registration state- 
ment covering 300,000 shares of 
capital stock. Underwriter is 
Vance, Sanders & Co. Prospecti to 
be released about the first week 
in July. 


Guardian Mutual Fond— 
500,000 Shares 
Guardian Mutual Fund, Inc., 
New York, filed on June 9 a reg- 
istration statement with the SEC 
covering 500,000 shares of common 
stock, $1 par value. Underwriter 
is Neuberger & Berman, New 
York, Chemical Bank & Trust Co. 
has been appointed sole transfer 
agent of the capital stock. 


First Mutual Trust— 
40,700 Shares 
First Mutual Trust Fund, New 
York, June 9, filed a registration 


statement with the SEC covering 
40,700 shares. 


T. Rowe Fund— 

50,000 Shares 
T. Rowe Price Growth Stock 
Fund, Inc., filed with the SEC 
June 8, 50,000 shares of capital 

stock. No underwriter. 


“Investment Companies” 
Appears in Tenth Edition 
The Tenth Annual Edition of 
“Investment Companies” was pub- 
lished June 7 by Arthur Wiesen- 
berger & Company, 61 Broadway, 
New York City. The 368-page 
manual is a complete revision and 
enlarged version of earlier edi- 
tions. It includes statistical sum- 
maries and analyses of 134 lead- 
ing investment companies of all 
types, with assets of over $3 billion. 


Joins Witter Staff 


(Special to THe FrnanctaL CHRONICLE) 


SAN FRANCISCO, Calif. — E. 
Warren Hursh has joined the staff 
of Dean Witter & Co., 45 Mont- 
gomery Street, members of the 


New York and San Francisco 
Stock Exchanges. He was former- 
ly with J. A. Hogle & Co. 


With Hamilton 


Management 
(Special to THe FrnaNnctiaL CHRONICLE) 
DENVER, Colo. — Allan H. 
Blake is now with Hamilton Man- 
agement Corporation, Boston 
Building. 
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Observations .. . 


fund shares, and thus they have not enjoyed the same increasing 
general] interest and rapid growth as have the latter group. For 
that reason they are excluded from detailed analysis here.” 


Questions Still Open 


While the Wiesenberger book in its 368 pages gives gold 
mines of information about the funds, including most elaborate 
statistical data, such has been the growth of the business that 
there is still call for further careful consideration of some of 
its implications. Among these are the funds’ potential effects 
on the capital markets, on stock market movements; and the 
proper policy to be adopted by the fund managers vis-a-vis the 
managements of the companies whose securities they hold. 

The fund movement’s potential long-term effects on the mar- 
kets, a question recently discussed in this column, merits the 
most careful consideration by all members of the investment 
community and by those interested in its future. The determi- 
nation and recognition of trust management’s duties in fulfill- 
ing fiduciary functions on behalf of its stockholders who are 
otherwise disfranchised, a question only occasionally brought te 
the public’s cognizance via an Avery-Montgomery Ward drama- 
tization, goes to the root of corporate finance. If these questions 
receive the continuing consideration of the industry’s Wiesen- 
bergers, the chances for it eventually turning out as a well- 
constructed mousetrap will be greatly enhanced. 


Revised Trust Book 


Dog aa Ce ee 


Wiesenberger Issues 


Ye: 








Shown at a press luncheon at New York City’s Metropolitan Club, 
announcing publication of the 10th Annual] Edition of “Investment 
Companies,” by Arthur Wiesenberger & Company, members of the 
New York Stock Exchange, are (left to right): Kenneth S. Gaston, 
Distributors Group, Inc.; Walter L. Morgan, Wellington Fund; 
Arthur Wiesenberger; Hugh W. Long, Hugh W. Long & Company; 
Harry Simonson, National Securities & Research Co. 
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Mutual Funds— 
Woman’s Investment 


By NATHANIEL STONE CHADWICK* 


Vice-President, National Securities and Research Corporation, 
New York City 


Mr. Chadwick explains nature of investment and effects on 
investment trends of changing business and economic condi- 
tions. Gives reasons for purchase of common stocks as long- 
term investments, and points out need for continuous advice 
and assistance in selecting investments. Describes character- 
istics of Mutual Funds and points out their advantages. 


Every business man in the coun- 
try, of course, has a great and 
growing respect for the women’s 
place in the business world and in 
finance. At 
the present 


time women 
own 70% of 
the wealth of 
the country 


and, of course, 
have a promi- 
nent control 
over the purse 
strings of the 
nation. Frem 
this you can 
see that it is 
important 
that women 
have a good 
understanding 
of the funda- 
mental business of 
and investing. 

It will be my effort this evening 
to try to give you a message which 
[ hope in a small way will be of 
help and interest to you in a bet- 
ter understanding of investment 
matters. Over the course of 37 
years in the securities business I 
have been placed in the position 
of acting as investment advisor to 
thousands of clients. It has been 
my studied observation from this 
experience that people who have 
made money in their own business 
or those that have had the good 
fortune to have acquired money 
by inheritance know much too 
little about investments. 


Years are spent by people ac- 
cumulating capital. Too often this 
money is hastily used to buy a 
security about which the pur- 
chasers have little knowledge be- 
yond the name of the company, 
what it does or makes, and some 
current one-sided interesting story 
of how well the company is doing. 
In fact, those who are not pro- 
fessional investors, do not have 
the facilities or the ability to 
research and analyze securities, to 
say nothing of the political and 
business economy. Their infor- 
mation is usually gleaned from 
hearsay or rumor or_ sketchy 
analysis. Most usually this advice 
is not a continuous advisory ser 
is given at irregular periods and is 
not a continuous advisory service. 





N. S. Chadwick 


investments 


Changing Economic Conditions 
and Investment 


We all know this is not nearly 
adequate 


to meet the ever- 
changing conditions of the econ- 
omy and business. To better 
appraise the current investment 


position let us briefly review the 
progress of the past 50 years. 
During the early 1900’s great and 
speculative industrial growth pe- 
riod of this country’s industries, 
speculation in the stock market 
was rampant. 

This long period of speculation 
culminated in an orgy of excessive 
stock gambling with a background 
of pool operations, stock corners, 
tips from brokers, insider’s tips, 
and other such nebulous basis. 
This has often been compared, and 
rightly so, to the tips on horse 
races. Of course, you Miamians 
have one of the most beautiful 
horse race tracks in the world at 
Hialeah. A traveling acquaint- 
ance on my trip down here re- 





*An address by Mr. Chadwick before 
the Women’s Forum of the Miami Cham- 
ber of Commerce, Miami, Florida, May 
29, 1950. 


marked that Hialeah was one of 
the places in the world where 
instead of people cleaning win- 
dows the windows cleaned the 
people. 


The orgy of speculation that 
culminated in 1928 and 1929 is 
still in many people’s minds. It 
was largely the result of— 


(1) A very loose Federal Re- 
serve Board policy—no longer 
existent. 

(2) Very low margins on stocks 
—no longer permitted. 

(3) Stock pool operations—now 
illegal under Act of Congrcss. 

(4) Manipulations of stocks by 
insiders—now illegal under Act of 
Congress. 

(5) And a number of other 
questionable practices, all of 
which have been eliminated by 
legal restrictions. 


These abuses did bring about and 
cause a sharp rise in stock prices 
that attracted too many people to 
speculate and caused an orgy of 
stock gambling. 

These loose and unscruplous 
practices have been overcome and 
are now illegal. The law that 
prevents them recurring is policed 
by the See¢yrities and Exchange 
Commissi of the Federal Gov- 
ernment, which has been doing a 
most thorough job at keeping the 
security business within the law. 
I believe that examination will 
prove that few businesses in the 
country today are run as cleanly 
and ethically as the security busi- 
ness. The security business has 
been so cleaned up since the 1929- 
1932 crash that no self-respecting 
skeleton would hide in its closet. 


One of the results of World 
War II is that the United States 
has become the financial center of 
the world. We are the richest 
country in the world. Our stand- 
ard of living is the highest in the 
world. Our productive capacity 
is by far the greatest in the world. 
Our natural resources are as great 
or greater than any other country 
in the world. Our people are the 
best educated. They are the most 
industrious people on the face of 
the earth. Combined, these fac- 
tors can only inspire great confi- 
dence in the future of this 
country. 


Moreover, the United States has 
grown up from national adoles- 
cence to majority. The nation is 
in its young and vigorous matur- 
ity. The development of its 
natural resources and the skills of 
its people have reached a point 
that is somewhat analogous to the 
period in a man’s life where he 
becomes a success and makes his 
greatest amount of money. The 
country, like a citrus tree, has 
entered that period when it bears 
fruit most heavily. This economy 
of our day is full of life and vigor 
and is so lush that the excessive 
spending of extravagant govern- 
ment is only a slight brake on its 
progress. This economy is re- 
flected in our successful business 
corporations and in their securi- 
ties and shareholders. Therefore, 
investment securities is a business 
that must be understood by our 
people. Especially by you women 
who own 70% of the wealth of the 
nation. This is so because if 
people do not invest in securities, 
American business and Americ#’ 
government will not have the cap- 
ital they need for further growth 
—for new products—new plants— 


new jobs. This capital must come 
from just one source—people—not 
just a few people with great for- 
tunes, but from millions of people. 
I reiterate, from the women of 
America because you women con- 
trol 70% of the wealth of the 
country. 


What Investment Means 


Let us try to think about the 
term “investment.” The term in- 
vestment means simply that a per- 
son puts money into something for 
gain. To invest in_ securities 
means to buy bonds or stocks. As 
Professor Steinhoff has told you 
when you buy a bund you are a 
loaner. When you buy a stock you 
are an owner. At the present 
time the highest grade bonds such 
as government bonds and highest 
rated corporation bonds yield 
from about %% up to 2%4%. 
Other lower quality bonds yield 
higher rates, but don’t forget that 
when you buy a bond you loan 
the money, you do not own the 
business. Many companies have 
bonds outstanding and preferred 
stocks outstanding, as well as 
common stocks outstanding, but 
there are a vast number of com- 
panies that have only common 
s.iocks ouistanding. 

When you buy a common stock 
it represents the ownership of the 
company and enjoys the voting 
rights and controls the manage- 
ment. In recent years the idea 
that common stocks are a prudent 
investment has made considerable 
progress. Since 1830, in the State 
of Massachusetts, trustees have 
been permitted to invest in com- 
mon stocks as would a prudent 
businessman. More recently it 
has been the policy of leading 
educational institutions, such as 
Stanford, Vassar, Yale, Harvard 
and other large college endow- 
ment furids to place a portion of 
their investment money into com- 
mon stocks. The Ford Pension 
Plan is reported to allow 25% of 
common stocks in its portfolio. In 
New York State on July 1, 1950, 
trusts that are restricted to legal 
investments will be permitted to 
place up to 35% of their funds 
into prudently selected common 
stocks. The savings banks of 
many states are pressing the au- 
thorities to permit them to pur- 
chase common stocks. Life insur- 
ance companies have been 
permitted to purchase common 
stocks and are asking for a broad- 
ening of the law permitting an 
expansion of the list of stocks 
they can purchase. 


Why Buy Common Stocks 


The question may be in your 
mind—why does anyone buy com- 
mon stocks? And the answer that 
I would give you is simply that 
people buy stocks to make money. 
Money is made from stocks in two 
ways. From the dividends that 
they pay out of earnings and from 
increasing values resulting from 
earnings not paid out as dividends, 
but put back into the business for 
physical improvements and ex- 
pansion. These _  plowed-back 
earnings are usually reflected in 
increased value for the _ stock. 
From this you can see that while 
bonds are static in face value and 
interest rate, common stocks are 
an ownership in a business that 
can pay very liberally in the form 
of dividends and at the same time 
can grow in value. 


As an example, in 1939 prior to 
the war, if you had placed $1,000 
in a bond (the safest bond in the 
world—a government bond) you 
would have received about 24% 
per annum and at maturity you 
would have received the face 
amount—$1,000. Now if this bond 
matured today, you would find 
that the $1,000 today bought ap- 
preciably less, yes, probably one- 
half, in the grocery store, the de- 
partment store, or automobile 
shop, or the residence market, of 
what it would have bougat in 
1939. So that actually in infla- 
son puts money into something for 
tionary periods since a bond only 
pays out in dollars what you put 


in, it does not compensate for 
the changing value of the dollar 
in terms of what it will buy. It 
does not provide for the increas- 
ing cost of living that is a char- 
acteristic of any growing nation 
whose people are constantly pro- 
gressing and improving their 
status of living. The sharp in- 
crease in the cost of living after 
the war merely emphasizes the 
shrinking purchasing power of the 
dollar that occurs in a great ex- 
panding country whose people 
naturally insist on a better mode 
of living as each year goes by. 


The following is an excerpt from 
“The Washington Post” comparing 
the food prices of May, 1940, with 
the prices of May, 1950: 


Eggs: Ten years ago, 21 cents a 
dozen; now, 45 cents. 

Butter: Ten years ago, 34 cents 
a pound; now, 73 cents. 

Round steak: Ten years ago, 27 
cents a pound; now, 89 cents. 

Bacon: Ten years ago, 17 cents 
a pound; now, 39 cents. 


Pork Loin: Ten years ago, 15 
cents a pound; now, 49 cents. 


Potatoes (New): Ten years ago, 
13 cents for four pounds; now, 20 
cents. 


So if one put all of one’s money 
in loans or bonds he is likely to 
be injured by the rising cost of 
living and the lower purchasing 
power of the dollar over a period 
of years. However, cash reserves 
are necessary to take care of an 
unexpected emergency, and, to- 
gether with some bonds, form a 
solid background of investment. 
Added to these, an appreciable 
amount of common stocks in large 
outstanding American corpora- 
tions form a very ideal combina- 
tion for a family’s investment pro- 
gram. 


- 
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If you accept such a program, a 
great probiem arises which may 
be a barrier and that is, what 
bonds and what common stocks 
you will buy? I have in my hand a 
four-page printed circular issued 
by one of the very largest stock 
exchange houses, entitled, “What 
everybody ought to know about 
this stock and bond business.” 
This circular says in its introduc- 
tion that we might as well go back 
to fundamentals—back to the most 
common words in the business. I 
have read this circular and I have 
been in the business many years 
and I think that to any person 
who lacks any real knowledge of 
the securities business that the 
study of this circular will only 
raise innumerable questions in his 
mind, and although it is extremely 
well done and quite explicit, it is 
bound to confuse you unless you 
are quite familiar with invest- 
ments. I am sure that if you 
should read this circular that you 
will not be able to select your 
own securities, but that you will 
have to lean on the advice of 
others. 


The Medium of Mutual Funds 


However, I have a much better 
answer for you than this.» My 
advice is this: The investor in 
securities would be well advised 
to acquire his list indirectly 
through the medium of mutual 
trust fund shares. Since you may 
not be tamiliar with this term, I 
will take a minute to define mu- 
tual trust funds. It is an invest- 
ment through which you and 
thousands of other investors may 
pool your savings to gain invest- 
ment safeguards and advantages 
that are availa>dle to those con- 
trolling large amounts of capital 


Continued on page 37 
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Bureaucracy and Peacetime raft 


By JIM HOWARD 


Writer ascribes Army Department’s efforts to have Congress 
extend peacetime draft to desire of Selective Service officials 
to remain in office. Accuses Army officials of reducing volun- 
tary enlistments by raising requirements for recruits and favor- 
ing long-term enlistments. Holds experience proves voluntary 
enlistments can maintain Army’s strength in peacetime. 


A great burden will be lifted 
from the shoulders of all taxpay- 
ers and young men between 19 
and 26 years of age this summer 
if the frantic ettempts of General 
Hershey ani hisfellow bureaucrats 
in the Office of Selective Service 
fail to persuade Congress to ex- 
tend the peacetime draft. For the 
past two years millions of tax 
dollars and man-hours have been 
wasted in order that the Selective 
Service personnel might justify 
their continued withdrawal of tax 
funds for salaries and expenses 
of office. Millions of young Amer- 
icans have had to forego making 
plans for their education, pro- 
fessional careers or productive 
employment because of the un- 
certainty any one of them might 
be among the few hundred con- 
scripted for 20 months in forced 
military service. To satisfy the 
inordinate pride of a few high 
military officials, drunk with the 
arbitrary powers inherent in mili- 
tary rank, peacetime conscription 
looms as a threat over the lives 
of all young male American citi- 
zens. 

When sufficient volunteers to 
meet military quotas have been 
available before passage of the 
Selective Service Act of 1948 and 
during the two years of its oper- 
ation, the insistence of certain 
military officers On procuremerit 
by conscriptipn is an act of in- 
sufferable insolence against the 
tradition of individual freedom 
for which we veterans fought the 
last war. 


At the conclusion of the hos- 
tilities of World War II, military 
authorities told the Senate Armed 
Services Committee that the Army 
could not expect to raise more 
than 300,000 men as volunteers by 
July 1, 1946. Always opposed to 
the volunteer system, these mili- 
tary officers insisted on contin- 
uing conscription during peace. 
Congress passed a bill to provide 
for voluntary procurement of 
manpower, and 800,000 men en- 
listed in the Army alone by Feb. 
1, 1946. Thus 500,000 more men 
than the military indicated volun- 
tarily entered the Army five 
months ahead of the date at which 
the military leaders had predicted 
a maximum enlistment of 300,000 
volunteers. 


Voluntary Enlistments Grew 


The numbers of volunteers grew 
and the voluntary system was 
working so well that the military 
leaders knew by the spring of 
1947 that only through deliberate 
sabotage of this system could they 
hope to show the manpower short- 
age necessary to discredit volun- 
tary procurement. Early in 1947 
the Senate learned that the mili- 
tary had been refusing to accept 
volunteers who did not make a 
minimum grade 21 points higher 
than the grade required on former 
classification tests used during and 
after the war. The questions used 
in the new tests given volunteers 
proved so complicated and irra- 
tional that when given to the 
Chairman of the House Armed 
Services Committee, Mr. Andrews 
of New York, this former officer 
failed to answer correctly any of 
the Army test questions asked by 
a ranking member of the House 
Commiitee on Rules. 


Before the legislation for a new 
draft bill reached the floor of the 
Lower House of Congress in the 
middle of June, 1948, members of 
the House Armed Services Com- 


mittee, who felt that the leaders 
of their Congressional committee 
had failed to exercise diligence in 
attempting to determine whether 
or not a draft was necessary, re- 
quested figures on voluntary en- 
listments between January, 1947, 
and April, 1948, from the Depart- 
ment of the Army. The requested 
information was not released by 
the Army to these members of 
Congress charged with the re- 
sponsibility of investigating ail 
military matters until the day the 
bill providing for a military draft 
was called to a vote. Consequent- 


ly, the only Congressmen who 
knew the full extent of the 
sabotage of the voluntary pro- 


curement system by the military 
had no opportunity to make this 
information available to their coi- 
leagues. 

This information from the De- 
partment of the Army disclosed 
that previous laws of Congress 
providing for military terms of 
1% years and 12 months enlist- 
ments had not been offered vol- 
unteers eager to enlist for reason- 
able periods of military service. 
At the time military officials were 
demanding Congress authorize a 
20-month draft period, they were 
instructing recruiting officers to 
remove all special incentives from 
the volunteers willing to enter the 
military for 24-month enlistment. 
Thus there was no logie in their 
complaint that a draft would ex- 
tend the training period of each 
soldier. Actually the draft short- 
ened the training period offered 
by a two-year or three-year vol- 
unteer. Moreover, sufficient three- 
year volunteers were available 
until the military deliberately re- 
duced the number of enlistments 
by twice raising the grade set as 
a minimum for the _ irrational 
written tests for reciuits. 

The able former Chairman of 
the Senate Armed Services Com- 
mittee summarized the military’s 
arbitrary disregard of our laws, 
of the Constitutional guarantees 
of liberty, and the military’s waste 
of manpower. “If we were to give 
to any group of persons in this 
country — for example, the law- 
yers’ or the engineers’ associations 
—the power to draft the young 
men they would wish to have en- 
ter their profession, I suppose 
their inclination would be to pick 
the top-flight men. But that is 
not according to the principles of 
real freedom. We have permitted 
the young men of our country to 
make their own selections. Not 
until national defense compels all 
men to stand guard, do we lay 
aside that principle. If we estab- 
lish in this country a policy of 
permitting one branch of govern- 
ment, military or civil, to say, ‘We 
are going to denude this country 
of. just those we want,’ I say we 
shall have set up a standard that 
will destroy every vestige of real 
and natural freedom.” 


Peacetime Draft—A Dangerous 
Precedent 


These words of the Hon. Chap- 
man Revercomb delivered two 
years ago have proved prophetic. 
The dangerous precedent estab- 
lished by a peacetime draft of 
young men has encouraged the 
power - greedy bureaucrats and 


Socialists in other government de- 
partments to demand the power to 
seize industries and expropriate 
private capital on the grounds 
that if our youth can be drafted 
in peacetime then our wealth and 


means «t livelihood should be 


taken also. 


In the name of national defense, 
totalitarian - minded bureaucrats 
seek to change the character of 
the American people and the na- 
ture of this country. Our admin- 
istrative branch of the Federal 
Government and the _ military 
would extend their control over 
the lives of the people and grad- 
ually take away all freedom. Lit- 
tle by little they will destroy our 
initiative, our independence, our 
differences and diversities, which 
are the source of our strength, 
leading us into more and more 
regimentation. 

Eternal vigilance is the price of 
liberty. The administrative bu- 
reaus and departments of our own 
Federal! Government constitute 
the greatest threat to our con- 
tinued independence that may be 
found throughout the entire world. 
We are naturally on guard against 
foreign encroachments, but the 
deceitful moves of our Socialist- 
controlled Administration have 
made tremendous inroads upon 
our individual freedom and eco- 
nomic independence. 

This year the subjugation of the 
House Armed Services Committee 
to the will of a government de- 
partment, the military, is so com- 
plete that this committee has an- 
nounced it will recommend ex- 
tension of the Selective Service 
Act of 1948 to the House without 
permitting any testimony in the 
form of open committee hearings 
of those opposed to an extension 
of the draft. This unprecedented 
procedure is designed to bring the 
legislation before members of 
Congress for vote before the pub- 
lic realizes that a three-year ex- 
tension of the 1948 draft act is 
under consideration. The holding 
of committee hearings’ in which 
both the advocates and the op- 
ponents of this legislation may 
voice their views results in con- 
siderable newspaper publicity. 
This publicity alerts the public 
and results in the writing of let- 
ters by citizens throughout the 
nation to their Congressmen. Since 
the only people desiring a draft 
extension are the bureaucrats who 
receive a salary to administer the 
draft and the military chiefs who 
feel an added sense of power 
through the knowledge that they 
may decide the fate of millions 
of young Americans, the bulk of 
the letters written to Congress- 
men would be appeals for a return 
to an exclusively voluntary mili- 
tary procurement system. Chair- 
man Vinson of the House Armed 
Services Committee is, in effect, 
conspiring with the military bu- 
reaus to prevent American citi- 
zens from having the opportunity 
to inform his committee or their 
own representatives in Congress 
of their wishes in connection with 
a piece of legislation of prime 
importance to American indepen- 
dence and future welfare. To fool 
some members of Congress, the 
“high brass” has already passed 
word to their fellow officers in 
the headquarters of the American 
Legion instructing posts through- 
out the country to order a letter- 
writing campaign in which each 
veteran requests his Congressman 
to vote for the three-year draft 
extension. When this procedure 
was inaugurated two years ago on 
behalf of universal conscription 
and the peacetime draft, many 
members of both the Legion and 
Veterans of Foreign Wars, resent- 
ing the dictatorial practices of the 
military in civilian organizations, 
wrote their Congressmen to vote 
against U. M. T. and a peacetime 
draft. Others expressed their rea- 
sons at post meetings for advo- 
cating defeat of these oppressive 
military bills. 

Draft Not a Weapon Against 

Communism 
In an effort to frighten some 


Congressmen and prevent timid 
citizens from open opposition to 
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conscription measures, the mili- 
tary always seek to place those 
who oppose their abuse of arbi- 
trary power on the defensive. In 
1948 advocates of the peacetime 
draft claimed that the forcing of 
Americans into peacetime military 
forces would “encourage the peo- 


ples of the free nations of the 
world against Communism.” In 
1950 the identical argument is 


repeated by the military and draft 
employees. Certainly the more 
encouragement foreign nations 
could receive against Communism 
the happier most Americans would 
be. Unfortunately, European peo- 
ples are not encouraged when they 
see individual liberty destroyed 
for Americans by our military 
bureaus. They have endured for 
many years in their own coun- 
tries this same subjugation of 
their rights and freedom to their 
own military chiefs and govern- 
ments. This, in part, exvlains the 
European lethargy to fight Com- 
munism just to prevent a change 
of masters. If the liberty of Amer- 
ican citizens is destroyed by an 
American military administration 
in preperation for possible future 
war, the source of our invincib_l- 
ity will be destroyed. 

The Communist program for de- 
stroying America was announced 
by Lenin shortly after World 
War I. This policy has not changed 
since Stalin assumed control of 
Russian foreign relations. Lenin 
said: “We will force the United 
States to spend itself to destruc- 
tion.” The Communists know that 
the present American policy of 
donating billions of our wealth 
annually to Socialist politicians 
governing foreign nations, which 
our Administration tells us will 
become Communist unless thus 
subsidized, is the surest way to 





In Investment Field 








June 16, 1950 (Milwaukee, Wis.) 
Milwaukee Bond Club aniuai 

picnic at the Lake Club and the 

Oconomowoc Country Club. 


June 16-18, 1950 
Minn.) 

Twin City Security Traders As- 
sociation summer party at Grand- 
view Lodge, Gull Lake, . near 
Brainerd, Minn. 


(Minneapolis, 


June 16, 1950 (New Jersey) 
Bond Club of New Jersey out- 
ing at the Montclair Golf Club. 


June 16, 1950 (Philadelphia, Pa.) 

Investment Traders Association 
of Philadelphia annual field day 
at Whitemarsh Country Club. 


June 16, 1950 (Toledo, Ohio) 

Bond Club of Toledo 16th an- 
nual Outing at the Inverness Club 
preceded by a cocktail party and 
buffet dinner June 15 at the Com- 
modore Perry Hotel. 


June 17, 1950 (New York City) 
New York Curb Exchange Floor 


Clerks’ Association Outing at 
“The Neighbors” at Pleasant 
Plains, Staten Island. . 


June 20, 1950 (Louisville, Ky.) 
Bond Club of Louisville annual 

summer outing and election of of- 

ficers at the Louisville Boat Club. 


June 20. 1950 (New York City) 

New York Curb Exchange 5 & 
20 Club annual golf tournament at 
Wheatley Hills Golf Club, East 
Williston, Lorg Island. 


June 21-23. 1950 (Boston, Mass.) 


Municipal Bund Ciupo of Bosten 
parties at Hotel Statler and outing 
at Concord Country Club. 


June 23, 1950 (Cleveland, Ohio) 

Cleveland Security Traders As- 
sociation Annual Summer Party at 
Kirtland Country Club. 


wreck the American economy and 
with it our potential military 
strength. If they can force our 
military to ape their own vicious 
practice of enslavement of se- 
lected portions of their popula- 
tion, the Communists know that 
they will have destroyed our peo- 
ple’s vitality and reduced us to 
their own level of life. 


Voluntary System Must Be 
Restored 


We must restore the voluntary 
system as the sole means of mili- 
tary ma.power procurement in 
America. The executive branch of 
our government has acquired ex- 
cessive power beyond that granted 
it by the founders of our nation. 
These early Americans wisely 
feared an oppressive central gov- 
ernment and made the executive 
branch of government the weakest 
of three separate Federal units, 
each of which would check the 
powers of the other. Since 1932 
the judicial and tre legislative 
branches of our Federal Govern- 
ment have ceased to exercise an. 
effective check against the con- 
stantly expanding powers of the 
Executive. The Socialist-con- 
trolled Truman Administration 
appears determined to destroy free 
enterprise and substitute a gov- 
ernment-controlled economy for 
the United States. Unless each 
encroachment upon the liberty of 
individual citizens by a Federal 
bureau is checked aid Constitu- 
tional balance of power restored 
between the Federal branches of 
government, the tremendous vital- 
ity and potential military power 
of a free enterprise economy will 
be destroyed and our people like 
the French before World War II 
will be regimented by our own 


parasitic Federal bureaus. 


June 23-25, 1950 
Calif.) 
Security Dealers Association of 
Los Angeles spring outing at the 
Hotel del Coronado. 


(Los Angeles, 


June 23, 1950 (New York City) 

New York Security Dealers As- 
sociation Annual Outing at the 
Hempstead Golf Club, Hempstead, 
Long Island. 


June 24, 1950 (Chicago, Il.) 

Bond Traders Club of Chicago 
annual outing at the Nordic Coun- 
try Club. 


June 26-27, 1950 (Detroit, Mich) 

Security Traders Association of 
Detroit & Michigan, Inc., and Bond 
Club of Detroit joint summer out- 
ing and golf outing at Plum 
Hollow. 


June 28, 1950 (Pittsburgh, Pa.) 
Bond Club of Pittsburgh annual 
spring outing at the Field Club. 


July 7, 1950 (New York City) 
Investment Association of New 


York annual outing at the West- 
chester Country Club, Rye, N. Y. 


Sept. 15, 1950 (Philadelphia, Pa.) 

Bond Club of Philadelphia Field 
Day at the Manufacturers Coun- 
try Club. 


Sent. 26-30. 1950 (Virginia Beach, 
Va.) 


Annual Convention of the Na- 
tional Security Traders Associa- 
tion at the Cavalier Hotel. 


Oct, 12, 1950 (Dallas, Tex.) 
Dallas Bond Club Annual Fall 
Meeting. 
Nov. 26-Dec. 1, 1950 (Hollywood, 
Fla.) 
Investment Bankers Association 
annual convention at the Holly- 
wood Beach Hotel. 


Dec. 8, 1950 (New York City) 

New York Security Dealers As- 
sociation Silver Anniversary Din- 
ner at the Waldorf Astoria Hotel 
(Starlight Roof). 
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Customer research makes a conlinuous inquiry into 
people's wants in styling, checks everything from 
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door handles to roof shape s lo make sure GM cars 
ful public preference s. 











Leading designers af G.\J work constantly to creale 
smarter and smarter models, turning out countless 


studies before CvETL ON model is finally decided On. 


Key lO 4+ 
reigning beauty 


Whether in a lady or an automobile, truce beauty is admired by 
everybody. 


It is no secret that most folks go for General Motors styling — any 
SUIVES will tell you that. And there is no secret about how GNI cars 
get their smartness. 


It comes from the soaring imagination of artists, tempered by sea- 
soned designers sensitive to the public’s likes and dishikes. It comes, 
too, from the sound interpretation of stvling forms by engineers 
and production craftsmen. 


Above all, it is born of the spirit which is never content with beauty 


4s ane KEY fro morToRs / 
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CAR a MC RE ANT 
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GengrAt 


Your hey lo 
Cru Vile 


CHEVROLET « PONTIAC « OLDSMOBILE + BUICK - 





BETTER THINGS FOR MORE PEOPLE” 


ASENERAL 


CADILLAC - 




















This is a color map of the United Stale } ke pl up lo date by GM. Ii 
registers color preferences throughout the country, shows at a glance 


how cars can he best dist) ibite l lo suil the lastes of all localities 


as it is, but secks constantly to make it lovelier and better in every way 


‘Ireat your eves to the sparkling spectacle you find wherever GM 
cars are on display and we think you will call these cars the reigning 
beauties of the highway. 


Let the dealer treat you to a ride—and we believe vou will agree 
that GM _ beauty is more than metal-deep—that it is only one of 
manv reasons why this is vour key to greater value 


MOTORS 


BODY BY FISHER « GMC TRUCK & COACH 


Hear HENRY J. TAYLOR on the air every Vonday evening over the ABC Network, coast to coast 
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Bank and Insurance Stocks 














By H. E. JOHNSON 
This Week—Insurance Stocks 


The underwriting results of the stock companies in the casu- 
alty field of the insurance industry showed substantial improve- 
ment for 1949 over those reported for 1948. This information is 
revealed in the “Handy Chart” recently published by “The Spec- 
tator” of Philadelphia. 


While this publication shows the significant figures on 135 
stock casualty and surety companies as well as 209 mutual casu- 
alty insurance companies, the former are the only ones of particu- 
lar interest to the insurance stock investor. 


At the end of 1949 total admitted assets of the 135 stock com- 
panies amounted to $3,975,956,793 an increase of 12.6% over the 
$3,531,641,785 reported at the end of 1948. Liabilities for the group 
also showed an increase, rising from $2,445,344,333 in 1948 to 
$2,704,839,708 last year. Unearned premium reserves as of Dec. 31 
were in excess of $1,042,000,000 and close to $92 million higher 
than the $950,000,000 at the end of 1948. 


Surplus to policyholcers of the group reached $1,271,117,085 
as of Dec. 31 last year. This was larger by approximately $185,- 
000,000 than the $1,086,297,452 of a year earlier. 


Regarding operating figures for the companies, net premiums 
written totaled $2,244,419,002 for 1949 as against $2,107,196,618 for 
the previous year or a gain of approximately $137,000,000, 6.5%. 
Premiums earned were higher for the year by $196,000,000, in- 
creasing to $2,152,298,457 from $1,955,373,376. Losses incurred 
including adjustment expenses for 1949 totaled $1,220,533,047, as 
against $1,136,970,110. Underwriting expenses incurred reflected 
the increase in volume and amounted to $804,267,261, as compared 
with $735,195,982 for 1948. 


The effect of these various changes was an increase in the 
statutory underwriting profit of about $43,291,000 or 51% for the 
year. Underwriting profit increased from $84,207,284 in 1948 to 
$127,498,149 for 1949. 

The operating ratios reflect this favorable experience. The 
ratio of losses incurred to premiums earned for the year was 56.7% 
compared with 58.1% in 1948. The expense ratios showed little 
change from year to year while the ratio of underwriting profit 
to premiums earned improved to 5.9% from 4.3%. 


The above aggregates are summarized in the following tabula- 
ticn taken from the Handy Chart. 





COMPARATIVE CASUALTY AGGREGATES 
Totals of 135 Steck Casualty Insurance and Surety Companies 


1949 1948 
Total admitted assets, Dec. 31____---- $3,975,956,793 $3,531,641,785 
Total liabilities, Dec. 31......-.-... - 2,704,839,708 2,445,344,333 
Unearned premium reserves, Dec. 31 1,042,406,540 950,285,995 
Surplus to policyholders, Dec. 31---~ 1,271,117,085 1,086,297,452 
Net premiums written ____.___----_-- 2,244,419,002 2,107,196,618 


I ss os an entero 
Losses incurred incl. adjustment exps. 
Underwriting expenses incurred 
Statutory underwriting profit 


2,152,298,457 
1,220,533,047 
804,267,261 


1 956,373,376 
1,136,970,110 
735,195,982 


a alt 127,498,149 84,207,284 
Ratios— % %o 
Losses incurred to premium earned__ 56.7 58.1 
Expenses incurred to premiums earn. 37.4 37.6 
Underwriting profit to prems. earned 5.9 4.3 
Exps. incurred to net prems. written 35.8 34.9 


It is also interesting to review the operating experience 
among the different lines of business in the casualty field. The 
various automobile lines were responsible, to a large extent, for 
the gain in volume during the year. Of the total gain in premium 
writings of $137 miilion, approximately $97 million originated in 
the automobile group. The total net premiums written in this 
i Fey year was $1,008,499,128 as compared with $911,868,112 
in 1948. 

The loss ratio improved markedly on the automobile lines 
and because they are the most important single group in the 
casualty field, a considerable part of the earnings improvement 
can be attributed to this source. The loss ratio for these lines was 
57.4% of the $962,844,878 of premiums earned for the year, as 
compared with ~1.9% of the $830,364,192 premiums earned in 1948. 

Another of the important lines of the casualty field is work- 
men’s compensation. Volume for the year totaled $439,261,090 as 
against $450,789,716 a year before. The decline in premium writ- 
ings in 1849 is possibly a reflection of the readjustment in busi- 
ness which occurred auring the year as against the very high 
level of activity in 1943. Premiums earned on this line amounted 
to $431,011,407 for the year, as compared with $423,845,153. The 
loss ratio was practicaliy unchanged, being 61.6% in 1949 and 
61.8% in 1948. 


All of the major lines were profitable and the underwriting 
results for the year were excellent. 
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Laird, Bissell & Meeds | 


NATIONAL BANK 
of INDIA, LIMITED 


Bankers to the Government in 
Kenya Colony and Uganda 
Head Office: 26, Bishopsgate, 
London, E. C. 


Branches in India, Burma, Ceylon, Kenys 
Colony, Kericho, Kenya, and Aden 


Members New York Stock E and Zanzibar 
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banking and exchange business 


Trusteeships and Executorships 
so en 


Bell Teletype—NY 1-1248-49 
(L. A. Gibbs, Manager Trading Dept.) | 
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Dominick & Dominick 
80th Anniversary 


Dominick & Dominick, 14 Wall 
Street, New York City, one of the 
oldest securities houses in the 
country, is observing, June 15, the 
80th anniversary of its formation. 
The firm was founded on this 
date eight decades ago by William 
Gayer Dominick and Watson 
Bradley Dickerman under the 
name of Dominick & Dickerman. 
Since that time 30 general part- 
ners have been admitted to the 
firm. The present name was 
adopted in 1899 with the retire- 
ment of Mr. Dickerman. Part- 
ners in the new firm were Bay- 
ard Dominick, Bayard Dominick, 
Jr. and Marinus W. Dominick. 

Today there are 11 general 
partners and six limited partners 
as members of the firm. Included 
in these are five descendants of 
William Gayer Dominick, one of 
the founders. 

Of the 30 partners admitted to 
the firm since its formation, 13 
have held seats on the New York 
Stock Exchange and five have 
served as governors of the Ex- 
change at various times. 

During the last war, eight part- 
ners were in active service. Shel- 
don E. Prentice, a general partner, 
was killed in action in March, 
1945. During World War I, four 
partners served Overseas. 

Since its formation, the organi- 
zation has grown from about nine 
to a staff of over 250 and covers 


general brokerage, underwriting 
and municipal bond business. In 
addition to being a member of 
the New York Stock Exchange, 
Dominick & Dominick holds 
memberships on the New York 
Curb Exchange and the Cincinnati 
Stock Exchange. The firm is 
also a member of the National 
Association of Securities Dealers, 
Inc.; the Investment Bankers 
Association of America and the 
Association of Stock Exchange 
Firms. A direct wire system con- 
nects the firm with principal 
markets throughout the country. 











Business | 
Man’s 


Bookshelf 


“Capital Asset” Concept, The: A 
Critique of Capital Gains Taxation 
—Peter Miller—in the April, 1950, 
issue of “The Yale Law Journal.” 


Compulsory 
the Welfare State—Melchior Palyi 
—Committee for Constitutional 
Government, Inc., 205 East 42nd 
Street, New York 17, N. Y.—board 
—1l1 to 5 copies: $2.00 (lower rates 
in quantity). 


Cyclical Diversities in the For- 
tunes of Industrial Corporations— 
Thor Hultgren—National Bureau 
of Economic Research, Inc., 1819 
Broadway, New York 23, N. Y.— 
paper—50c. 

















Economics of Transportation— 
Marvin L. Fair and Ernest W. 
Williams, Jr.—Harper & Brothers, 
New York City—cloth—$5.50. 


Employment and Compensation 
in Education—George J. Stigler— 
National Bureau of Economic Re- 
search, Inc., 1819 Broadway, New 
York 23, N. Y.—paper—$1.00. 


Pension Idea, The—Dr. Paul L. 
Poirot—The Foundation for Eco- 
nomic Education, Inc., Irving-on- 
Hudson, N. Y.—50¢. 


Students of Liberty — Leonard 
E. Read—Foundation for Economic 
Education, Inc. — Irving-on-Hud- 
son, N. Y.—50¢. 
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New York State Electric & Gas 


New York State Electric & Gas, the stock ot which was 
sold to the public by General Public Utilities last year, is 22nd 
in size among electric-gas companies in the United States, and 
has annual revenues of about $48 million. It serves a population 
of one and one-quarter million, in an area equaling over one- 
third of New York State. The property consists of three mam 
divisions, the central being the largest with 78% of total revenues, 
while the eastern and western are much smaller. The two latter 
divisions buy practically all their power. The central division, 
which has been buying some of its power from Niagara Mohawk, 
is building additional generating facilities which will make it 
independent power-wise within a year or so. 

The territory is less industrialized than that of Niagara 
Mohawk Power, about 70% of the area being rural. Industries 
served are quite diversified, with 50 companies in 30 communities. 
Endicott Johnson is the largest industrial customer, other impor- 
tant ones being Corning Glass, International Business Machines, 
National Lead, General Motors, Remington Rand, duPont, etc. 

The company is spending about $20 million a year to mod- 
ernize and enlarge its plant. It sold $5 miliion bonds and $7 
million common stock earlier this year, and expects to offer 
$14 million bonds and $6 million preferred stock around Novem- 
ber. System capitalization is now about 50% debt, 16% pre- 
ferred stock and 34% common stock equity, with 2,179,000 shares 
of common stock outstanding. Surplus account as of Dec. 31, 
1949, included $12,569,502 “unearned surplus—special,”’ which is 
the remaining amount after adjustment of plant account to an 
original-cost basis. The acocunt is considered by the Public 
Service Commission to be “earmarked” for an increase in the 
depreciation reserve account. However, certain court decisions 
in New York State have denied the authority of the Commis- 
sion to require an arbitrary and substantial increase in depre- 
ciation reserve. Some New York utilities, including Niagara 
Mohawk Power, have compromised the issue. President Joseph M. 
Bell of New York State E. & G. has estimated that it may be 
advisable eventually to utilize about $2 million of earmarked 
surplus to settle the question with the Commission. On this basis 
the reserve would amount to over 20% of original plant cost. 
Accordingly, common stock equity has here been estimated at 
$46 million, which includes about $10.5 million of special surplus 
and $7 million proceeds of sale of additional stock (offered for 
subscription on a 1-for-7 basis in April). It is the intention of 
the management to keep the stock equity around 32-35%. 

The new generators being installed during 1950-52 will sub- 
stantially reduce fuel cost. It is estimated that average generating 
cost for the central division will be 4.9 mills by 1952 compared 
with 7.0 mills in 1948. The new generators plus added system 
inter-connections will permit eventual economies of $3-$4 million, 
it is estimated. 

About 12% of revenues are obtained from natural gas service. 
With the increasing supply of gas, house-heating business is 
expected to increase rapidly. 

The average kwh rate for residential and foreign customers 
in 1949 was 3.06¢, slightly higher than the national average, and 
annual sales to such customers averaged 1,814 kwh, which is 
above the national average. Usage has neariy doubled since 1946. 

The rate structure seems reasonable, considering the large 
proportion of rural area. The company is currently earning only 
about a 5% return on the estimated rate base, according to 
President Bell in his recent talk before the New York Society 
of Security Analysts. The management prefers to build up earn- 
ing power gradually through increased efficiency (obtained from 
new generators) rather than to ask the Public Service Com- 
mission for a rate increase. If 6% were earned on the rate base 
he estimated that common stock earnings might amount to $2.90. 
Last year’s pro forma earnings (adjusted for the 2-for-1 split-up) 
were $2.28, or $2 or the present shares (including the new offer- 
ing in May). President Bell estimates $2.27 for the calendar 
year 1950, $2.39 in 1951 and $2.48 in 1952, which {figures he con- 
siders conservative. 

The stock sells currently around 28 to yield about 6.1%. The 
price-earnings ratio based on estimated 1950 earnings is 12.3. 


Seligman, Lubetkin Herlihy, Stanley Now 
To Be NYSE Member 


Lloyd E. Lubetkin will acquire 
the New York Stock Exchange 
membership of the late William 
Henry Hays on June 22, and Selig- 
man, Lubetkin & Co., 41 Broad 
Street, New York City, will be- 
come an Exchange member firm. 
Partners will be Mr. Lubetkin, 
Alvin W. Seligman, Otto Jensen, 
and Charles Friedman. 


Witt Davies & Mejia 

(Special to THe Financiat CH°ONICLE) 

RENO, Nev.—Jack R. Naylor is 
now affiliated with Davies & 
Mejia of San Francisco. He was 
formerly with J. A. Hogle & Co. 
and First California Co. in Reno. 


With Kidder, Peabody 

(Special to THe FrnanciaL CHRONICLE) 

BILTMORE, N. C. — Sam S. 
Spalding has joined the staff of 
Kidder, Peabody & Co. 


With Draper, Sears 


BOSTON, Mass.—Edward Her- 
lihy and Leon C. Stanley have 
become associated with Draper, 
Sears & Co., 53 State Street, mem- 
bers of the New York and Boston 
Stock Exchanges. Mr. Herlihy has 
recently been with du Pont, Hom- 
sey & Company and prior thereto 
conducted his own investment 
business in Boston. 


With L. E. Canady Co. 


(Special te Tue Financtat CHRONICLE) 
RALEIGH, N. C. — Lloyd 
E. Canady, Jr. is with Loyld E. 


Canady & Co., Commercial 


Building. 
With Riley & Co. 
(Special tc Tac FiInanctat CHRONICLE) 


MILWAUKEE, Wis.—Robert J. 
Riley is with Riley & Co., 735 
North Water Street. 
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Business Cannot Escape 
A Settling Down Process 


By EDWIN J. SCHLESINGER 
Investment Counsellor, New York City 


Mr. Schlesinger, contending the 1948-1949 recession in busi- 
ness should have continued to its final conclusion, says ultimate 
settlement will reveal means used to check it were not as clever 
as we thought. Holds final and severe adjustment is inevitable. 


In trying to formulate ideas 
about the future of the country’s 
economy, it is well to remember 
certain occurrences. In 1920, corn 
dropped from 
a high of $2.00 
a bushel to a 
low of 44 cents 
in 1921. In 
February 1948, 
within a pe- 
riod of ten 
days, spot 
prices of win- 
ter wheat fell 
from $2.93 to 
$2.37 a bushel. 
Between the 
end of March 
1949 and the 
end of June 
of that year, 
copper drop- 
ped from 23% cents to 16 cents 
a pound, and steel scrap from 
$31.50 to $19.50 a ton. 

Considerable light is focused on 
the present situation by referring 
to the following from the Federal 
Reserve Bulletin of May, 1950: 


“The volume of unemployment 
also has been affected by the rise 
in productivity, which has per- 
mitted production to _ increase 
more than employment since last 
summer. High levels of economic 
activity, large profits, and strong 
financial position in recent years 
have encouraged business to spend 
record amounts for new machin- 
ery and equipment of highly effi- 
cient design. 

“An average of 63.6 million per- 
sons was reported in the labor 
force in 1949, or 58% of the popu- 
lation 14 years of age and over. 
This was 7.6 million more than in 
1940 when 56% of the population 
of working age was in the labor 
force.” 


Another matter to keep in mind 
is the amount of Series E Bonds 
that has been redeemed. Accord- 
ing to the Treasury Department, 
the percentage of these bonds re- 
deemed through May 31, 1950 
represented 44.27% of the total 
amount issued. To give an idea of 
the redemption figures of these 
bonds, the following percentages 
covering the past six months may 
be of interest: 





Edwin J. Schlesinger 


 * aa 44.27% 
DT eS sc0cu<ss 43.85 
February 28___----- 43.68 
weiety 91. nnn 43.56 
December 31 ___--_-- 43.47 
November 30_____.- 43.26 


Since the Series E Bonds only 
start maturing May 1, 1951, the 
above figures are quite impres- 
sive. The E Bonds are in fact a 
call on the United States Treasury 
since they are redeemable at the 
option of the holder any time 
60 days after purchase. Should a 
decided rush develop to redeem 
the E Bonds, the Government will, 
of course, be able to handle the 
situation. However, in that event, 
additional bonds will have to be 
issued which are likely to carry 
a highre rate of interest than any 
bonds presently outstanding. 

Many theories have been pro- 
pounded why common stocks will 
continue their advance and stay 
up, as for instance (1) larger in- 
vestable incomes; (2) purchases 
by fiduciaries in the State of New 
York; (3) purchases by investment 
trusts; (4) the continuing demand 
for automobiles, housing and tele- 
vision, so largely helped by easy 
methods of financing. In other 
words, the picture now painted is 


that the country is virtually de- 
pression proof for some years to 
come. In this connection, it may 
not be out of order to remember 
the many predictions prior to the 
1929 collapse. - 

The Government certainly is 
not proving helpful in keeping the 
country’s economy on an even 
keel. It is setting a bad example 
by continuing to spend more than 
it takes in. In fact it may be said 
to be leading people into heedless 
gambling by justifying deficit 
financing. On the question of ex- 
penditures, the Office of the Di- 
rector, Bureau of the Budget, 
stated as recently as May 29, that: 


“Federal expenditures are as high . 


as they are today because the 
Government’s responsibilities are 
great. Most of these responsibil- 
ities, in terms of dollars, are in- 
herited directly from the past war. 
The four largest items in the 
budget—national defense, interna- 
tional affairs, veterans’ services 
benefits, and interest on the pub- 
lic debt—arise from the cost of 
past wars and the costs for our 
national security. It is estimated 
that these programs will cost $30 
billion in the fiscal year 1951, 71% 
of total budget expenditures.” 


Politics and economics mix 
about as well as oil and water. 


However, politics are guiding, if a 
not leading, the country’s econ- @ 


omy, so must be considered. 
Whereas there should be a last 
ditch fight against the policy of 
spend and ruin there is practically 
nothing of the sort. The opposi- 
tion party appears supine, and the 
financial and industrial leaders 
are not aggressively fighting in- 
flation and cheap money. On top 
of this, too many people are mak- 
ing too much money too easily. 
The slight recession which ran 
from November 1948 through June 
1949 should have continued to its 
final conclusion. That would have 
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Halsey, Stuart Offers 
Calif. El. Pow. Bonds 


Halsey, Stuart & Co. Inc. on 
June 9 publicly offered $2,000,000 
California Electric Power Co. first 
mortgage bonds, 2%% series, 
dated June 1, 1950, and due June 
1, 1980. The bonds are priced at 
101.75%, plus accrued interest. 
The firm won award of the issue 
at competitive sale June 7 on a 
bid of 100.921%. 


Net proceeds from the financing 
will be used to finance in part the 
estimated construction program 


of the company and its wholly- 
owned subsidiary, Interstate Tele- 
graph Co., for 1950 and 1951. 

The company’s principal busi- 
ness is the generation, transmis- 
sion and sale of electric energy in 
parts of southeastern California 
and southwestern Nevada. Inter- 
state Telegraph Co. supplies tele- 
phone and telegraph service in the 
territory in California north of 
San Bernardino in which the par- 
ent company supplies electric en- 
ergy; also in and around Gardner- 
ville and Minden, Nev.; Marklee- 
ville, Cal., and in a part of the 
resort area on the Nevada shore 
of Lake Tahoe. 





(2473) 17 


The bonds are redeemable at 
the option of the company at 
prices ranging from 104.75% to 
100%, plus accrued interest, and 
for the improvement fund and the 
maintenance fund at prices rang- 
ing from 101.76% to 100%, plus 
accrued interest. 


Sherwood & Roberts 


WALLA WALLA, Wash.—Sher- 
wood & Roberts, Inc., has been 
formed with offices in the First 
National Bank Building to engage 
in the securities business. 
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hurt but, in the long run, it would | oa 


have helped. Nobody likes unem- 
ployment but it is easier to cope 
with six million unemployed for 
a short period than 12 million for 


a long period. The day of ultimate ‘ 


settlement will doubtless reveal 
that our methods were not as 
clever as we thought. If we are 
honest with ourselves, we must 
admit that we want prices to go 
down on what we buy and to go 
up on what we sell. 


The country cannot escape a 
settling down process from the ef- 
fects of current high prices, cur- 
rent low interest and other ex- 
cesses. Perhaps the sooner it 
comes the better. Ups and downs 
in the country’s economy cannot 
be avoided but the curve can be 
straightened out considerably if 
sound policies are followed. This 
is something which surely should 
be near and dear to the heart of 
those in politics and out, partic- 
ularly those who have a large say 
about formulating the country’s 
economic policies. The time to 
think about a depression is dur- 
ing a period of prosperity, as the 
course then pursued has an im- 
portant effect upon future devel- 
opments. But when the situation 
looks rosy any expression about 
the day of reckoning is virtually 
taboo, if not anathema. 


Edward B. Breen 


Edward B. Breen, manager of 
the trading department of R. H. 
Johnson & Co., died suddenly at 
the age of 52. 
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,..and how if serves us all! 


Copper is ANACONDA’S job, in addition to im- 
portant zinc, manganese and by-product metal 
production. It’s the job of insuring a dependable 
supply of copper so essential to our American way 


of life. 


That is why ANACONDA has become the world’s 
major group of non-ferrous mines, smelters and 
refineries; why it owns and operates a great net- 
work of manufacturing plants and has sales offices 
and distributors throughout the country. 

But supplying today’s copper is not enough. 
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What about tomorrow? It’s ANACONDA’S basic 
policy that for every ton of copper mined, a ton of 
new reserves must be developed. Thus, ANACONDA’S 
resources and facilities assure us all a continuing 


supply of this vital red metal. 


As industry 


continues to grow, so does the 


breadth of application of copper and its many 
versatile alloys. For in the new scientific concepts 
and the new industrial techniques, copper plays a 
constant, integral part, broadening the horizons of 
industry and of the people industry serves. 
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ANACONDA COPPER MINING COMPANY 


The American Brass Company 
Anaconda Wire & Cable Company 
International Smelting and Refining Company 


PRODUCE: Copper, Zinc, Lead, Silver, Gold, Cadmium, 
Vanedium, Superphesphate, Manganese Ore, Ferromangenese 


Andes Copper Mining Company 


Chile Copper Company 
Greene Cananea Copper Company 


MANUFACTURE: Electrical Wires and Cables. Copper, brass bronze and other copper alfeys in such forms 6s 
Sheet, Plate, Tube, Pipe, Red, Wire, Forgings, Stampings, Extrusions, Flexible Metal Hese end Tubing 
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Connecticut Brevities 


The Connecticut Indemnity Com- 
pany and the East and West Insur- 
ance Company, both wholly-owned 
subsidiaries of Security Insurance 
Company of New Haven, will 
merge on July 1. The continuing 
company will be Connecticut In- 
demnity, which will write fire, 
marine and casualty insurance in 
all states permitting multiple line 
companies. In the few remaining 
states the company will continue 
to write casualty insurance only. 
It is believed that the new com- 
pany will. be the first to write 
multiple line business on a nation- 
wide basis. 

The Cushman Chuck Company 
has made arrangements to pur- 
chase a tract of land located across 
from its present plant. The man- 
agement has stated that the new 
land is being bought as insurance 
in case the company decides to 
construct a new building. 


% 


American Hardware Corporation 
announces that it has sold its 
floor-machine business to Regina 
Corporation, 

During the period from May 1 
to June 5, the record date for the 
next quarterly dividend on the 
common stock, $916,200 of Con- 
necticut Light & Power’s 3% de- 
bentures of 1959 were converted 
into 18,324 shares of common 
stock. There remained outstand- 
ing $4,550,800 of the debentures 
and the number of common shares 
stood at 1,377,183. 


% 


This fall Bigelow-Sanford Car- 
pet Company plans to introduce a 
hard twist carpet woven from a 
blend of synthetic 4nd wool fibres. 
The new fabric would retail for 
about $8 a square yard. 


t 


The Board of Directors of 
Connecticut Light & Power Com- 
pany have recommended that the 
company’s common stock be split 
four-for-one through issuance of 
three additional shares for each 
share outstanding. Stockholders 
will vote on Aug. 8 on a proposal 
to increase the authorized number 
of shares from 2,500,000 to 10,000,- 
000. ‘The company believes that 
the stock-split will bring a wider 
distribution of the shares and 
place the price within the range 
of many more people. 


He % 


Employees of Hartford Electric 
Light Company will be offered an 
opportunity to buy stock at $47 a 
share. The company has regis- 
tered 2,490 shares with the SEC. 
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Proceeds will be used for general 
corporate purposes. 
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Stockholders of Hartford Rayon 
Corporation rejected a proposed 
plan to mortgage the company’s 
property and assets as security for 
a $600,000 loan from the RFC. The 
plan was approved by the common 
stockholders but failed to receive 
the necessary two-thirds majority 
of preferred shareholders. The 
company has been operating at a 
small profit since resuming oper- 
ations on March 28. 


Directors of Hartford-Connecti- 
cut Trust Company have declared 
the regular quarterly dividend of 
$0.75 and an extra of $0.25, both 
payable July 3. The bank has 
paid $3.00 in each year since 1932, 
when $3.50 was paid, The man- 
agement hopes to pay an addi- 
tional extra this year in order to 
return the total to $3.50. 


The New York, New Haven and 
Hartford Railroad Company tius 
applied to the ICC for permission 
to purchase the 33,291 shares of 
$100 par Beston and Providence 
Railroad stock in the hands of the 
public. The ICC would establish 
the price to be paid. The New 
Haven has previously applied for 
permission to buy the B and P 5% 
debentures of 1938. 


Minsch, Monell Go. 
Admits Two Partners 


As of June 15, 1950, Minsch, 
Monell & Co., members of the 
New York Stock Exchange, 115 
Broadway, New York City, has 
admitted to 
general part- 
nership Brad- 
bury K. Thur- 
low of Con- 
vent, N. J., 
and WilliamC. 
Longua of 
Montclair. Mr. 
Thurlow has 
been with the 
firm as secur- 
ity analyst 
since 1947, 
prior to which 
he was asso- 
ciated with 
Harris, Upham 
& Co. Mr. Longua has been head 
of the firm’s stock department 
since 1946. He was previously 
associated with Fahnestock & Co. 
During the war he served in the 
Army .of the United States. 

Several articles by. Mr. Thurlow 
have appeared in the columns of 
the “Chronicle” within the past 
few months. 





B. K. Thurlow 


Midwest Exch. Members 


CHICAGO, Ill.—The Executive 
Committee of the Midwest Stock 
Exchange has elected to member- 
ship the following: 

Walter W. Ainsworth, Metropol- 
itan St. Lovis Co., St. Louis, Mo.: 
Seymour E. Clonick, Chicago, II1.; 
George G. Harrison, Harrison & 
Austin, Inc., South Bend, Ind. 
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Milwaukee Bond Glub 
Outing Program 


MILWAUKEE, Wis. — The Mil- 
waukee Bond Club has announced 
the following program for its 
Annual Field Day and Picnic to be 
held at the Oconomowoc Country 
Club and Oconomowoc Lake Club 
on June 16. The program includes 
Founders’ Day Celebration, at 
which it is hoped to have all hving 
charter members of the club pres- 
ent; baseball, golf, putting, cards, 
horseshoe pitching, etc. 

Members of the Baseball Com- 
mittee are: Charles W. Brew, 
Cc. W. Brew & Co., Chairman; 
Fred Cloyes, Cruttenden & Co., 
Chicago, Captain of the Chicago 
team; Rolland A. Barnum, Mer- 
rill Lynch, Pierce, Fenner & 
Beane, Captain of the Milwaukee 


team; Billy Sixty, Milwaukee 
“Journal,” and Lloyd Larson, 
Milwaukee “Sentinei,’ umpires; 


Paul M. Binzel, retired investment 
banker, scorekeeper. 


Golf events planned for the day 
are individual championship play 
—low gross—for First Wisconsin 
National Bank Cup; team cnam- 
pionship (two-man team) low 
gross for the Puelicher Cup; team 
championship (two-man team) 
low net for the Ames, Emerich & 
Co. cup; special handicap even 
(1-15 inclusive) for the H. M. 
Byllesby & Co. cup; special han- 
dicap (16-30 inclusive) E. J. Fur- 
long cup; special handicap (31-45 
inclusive ) Midwestern Banker 
Cup; Blind Bogey (75-90) Wiscon- 
sin Electric Power Company Cup; 
special guest events (low gross, 
low net, and high gross); putting 
(least number of putts) for Laas 
Cup; Milwaukee - Chicago Cham- 
pionship (four-man team) Fuller, 
Cruttenden & Co. Cup. 

Members of the Golf Committee 
are Robert Johnson, The Milwau- 
kee Company, Chairman, with G. 
Edward Slezak, Loewi & Co., co- 
Chairman; Albert J. Harbaugh, 
Gardner F. Dalton & Co. 

Special event, Otto J. Koch, Jr., 
the Marshall Company, Chairman, 
assisted by John D, Naber, Merrill 
Lynch, Pierce, Fenner & Beane, 
and Frank Cummings, Bear, 
Stearns & Co., Chicago. 

Fred G. Morton, The Milwaukee 
Company, heads the Putting Con- 
test Committee and August L. 
Engelke, A. C. Best & Co., is 
Chairman of the Horseshoe Pitch- 
ing Committee. Fred A. Newton, 
Loewi & Co., and Adolph G. Thor- 
sen are co-Chairmen of the Cards 
Committee. 

Matthew H. Pahle is General 
Chairman; J. Parish Lewis, J. P. 
Lewis & Co., is Chairman of the 
Founders’ Day Celebration. Mem- 
bers of the Prize Committee are 
Newman L. Dunne, Robert W. 
Baird & Co., Chairman; Wiltiam 
C. Davis, A. G. Becker & Co., and 
William H. Marshall, The Marshall 
Company. Charles W. Given, 
Gardner F. Dalton & Co., heads 
the Entertainment Committee. 


Mannheimer-Egan 
In New Quarters 


ST. PAUL, Minn.—Mannheimer- 
Egan, Inc., participating distribu- 
tors and dealers in railroad, pub- 
lic utility, industrial, municipal 
and investment trust issues, bank 
and insurance stocks, have taken 
new and very spacious quarters in 
the First National Bank Building. 


Otis Named Director 

Edward V. Otis has been elected 
a director of Reeves Soundcraft 
Corporation, electronic and tele- 
vision tube manufacturers, Mr. 
Otis is with Gearhart, Kinnard & 
Otis and is also a director of the 
“American Banker,’ American 
Seal - Kap Corp., “The Bond 
Buyer,” and the First National 
Bank of Yarmouth, Mass. 
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European economic recovery is 
now commencing to exeri its in- 
tluence on the relative values of 
the world’s currencies. The pre- 
vious ovei whelming dominance of 
the U. S. dollar is now less evi- 
dent as a result cf the past wave 
of currency devaluations and de- 
creased world dependence on 
U. S. agricultural and industrial 


production. The war - induced 
heavy premiums on gold and 
hard-currencies have vanished 


and correspondingly, the wide dis- 
counts on soft-currencies have 
almost disappeared. Heavy de- 
mand for transferable account 
sterling has resulted in almost 
complete elimination of the dis- 
counts previously obtainable, and 
the euphemistically designated 
French “parallel” rate is now en- 
tirely in line with the French of- 
ficial rate. 

The postwar period of virtually 
one-way world trade and disor- 
ganized European economics cre- 
ated an atmosphere of strength 
for the U. S. dollar that complete- 
1y Ovscu.ead cne lavent ucprecia- 
tory tendency of the currency 
caused by domestic inflationary 
policies. As conditions become 
more normal in Europe there will 
be a growing tendency to pay 
greater attention to this facior. In 
addition, following the _ recent 
drastic currency devaluations and 
the gradual return of confidence 
in erstwhile suspect currencies, 
there is every reason to antici- 
pate an eventual repatriation o/ 
the foreign capital which had 
previously sought refuge here and 
in Switzeiland, This will certain- 
ly give impetus to the swing of 
the exchange pendulum which 
might be further impelled by a 
more natural movement than 
hitherto of U. S. capital to foreign 
outlets. This latter development 
will be further encouraged fol- 
lowing the steps recently taken in 
Europe in the direction of the re- 
moval of exchange _ restrictions 
that permitted the entry but not 
the free repatriation of foreign 
funds. 

Already U. S. capital has com- 
menced to flow towards Austra- 
lia and Canada. In the former 
case the movement has been pro- 
voked mainly by the undervalued 
level of the Australian pound in 
comparison with other varieties 
of sterling. In the Canadian case, 
the influx of U. S. funds has: been 
inspired by natural causes. Hith- 
erto the northward capital flow 
of the past few years has been 
essentially for the purpose of fi- 
nancing the development of 
Canada’s great wealth of natural 
resources. Little attention has 
been paid to the foreign exchange 
aspect of the operations, which 
have, however, imparted consid- 
erable strength to the market in 
New York for Canadian free 
funds. 

It is possible, however, in view 
of the current trend of thought in 
matters of exchange that greater 
attention might be devoted to the 
merits of the Canadian dollar at 
its current discount vis-a-vis the 
U. S. dollar. It would be diffi- 
cult to select any other world 
currency unit that is based on a 
sounder foundation than the Ca- 
nadian dollar. The natural wealth 
of the Dominion is nowhere sur- 
passed, its buoyant economy is 
now poised for still greated ex- 
pansion, its financial and eco- 
nomic management is unexcelled. 
To repeat the prediction made at 
the turn of the century by Sir 
Wilfred Laurier: “This new cen- 
tury belongs to Canada.” 

In the event of an exchange 
movement in favor of the Cana- 
dian dollar it would appear that 
the most appropriate medium for 
operation in this direction would 
be the Dominion internal bonds. 


By WILLIAM J. McKAY = 
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These Canadian Government ob- 
ligations provide a current yield 
of approximately 3%, and since 
the restoration of the registration 
privilege, they can be liquidated 
if necessary on the bond market 
in Canada and the proceeds sold 
on the tree rate in New York. 
In view of the narrow differential 
of about 142% between unrecorded 
and recorded bonds, the latter 
category appears to off_r the bet- 
ter form of investment. The mar- 
ket for unregistered bonds in this 
country is at times extremely lim- 
ited, whereas the regisiered bonds 
can be sold on the broad and 
stable government bond market 
in Canada. An investment in 
registered bonds moreover con- 
stitutes also an exchange position 
in Canadian dollars, the merit of 
which is becoming increasingly 
evident. Although no official step 
in the direction of exchange re- 
valuation is expected in the near 
future, action of this kind could 
be dictated following strong up- 
ward pressure on the market for 
free tuuds. A more likely devel- 
opment, however, is the abandon- 
ment of all exchange restrictions, 
following which the dollar might 
be permitted to seek its own 
level. It is extremely unlikely 
that Canada, especially in view of 
the t:end elsewhere, will hesitate 
much longer before taking this 
constructive step toward freedom 
of trade and exchange. 

During the week the external 
section of the bond market was 
dull and inactive but the demand 
continued for Dominion internals 
which were finally bid at 10%. 
The corporate-arbitrage rate im- 
proved slightly to 15%-14%% and 
free funds were strong at 9%%. In 
the event of an accentuation of 
the demand for internal bonds the 
unofficial rate would undoubtedly 
be driven to the official level at 
which funds could be supplied by 
the Bank of Canada; this could 
provide the opportunity to permit 
the market to find its own level. 
Stocks for the most part were 
well sustained apart from profit- 
taking in the golds which carried 
the index to a new low for the 
year. Western oils, on the other 
hand, reached a new 13-year high 
led by Pacific Petroleum, Fed- 
erated Petroleums, Piccadilly, Del 
Rio Producers and Okalta. The 
industrials and base-metals re- 
mained steady and there was ac- 
tive trading in Bell Telephone, 
Brazilian Traction, C.P.R., Smel- 
ters and International Nickel. 








CANADIAN BONDS 


GOVERNMENT 
PROVINCIAL 
MUNICIPAL 

CORPORATION 


CANADIAN STOCKS 


A. E. Ames & Co. 


INCORPORATED 


Two Wall Street 
New York 5. N.Y. 
WORTH 4-2400 NY 1-1045 


Fifty Congress Street 
Boston 9, Mass. 























Volume 171 


Schmidt Elected Pres. 
Of Munic. Bond Club 


Reginald M. Schmidt of Blyth & 
Co., Inc., was elected President of 
The Municipal Bond Club of New 
York at the 
annual meet- 
ing held June 
14 atthe 
Sleepy Hollow 
Country Club 
in connection 
with theclub’s 
17th annual 
field day. Mr. 
Schmidt suc- 
ceeds William 
H. Morton of 
W. H. Mor- 
ton & Co., Inc. 

Edward OD. 
McGrew of 
The Northern 
Trust Co. was elected Vice-Presi- 
dent of the club to succeed Daniel 
E. Fitzpatrick of Phelps, Fenn & 
Co. Marquette deBary of F. S. 
Smithers & Co. was named Sec- 
retary and William P. King of 
King, Quirk & Co., Treasurer. 

Walter E. Morse of Lehman 
Brothers was elected a member of 
the Board of Governors to serve 
until 1953. Continuing governors 
will be: E. J. Altgelt, Jr., Jonas 
C. Anderson, George J. Gillies, 
E. M,. McLaughlin and William H. 
Morton. 


Regina.d M. Schmidt 


Arthur R. Manice 


Arthur R. Manice died June 9 
at the age of 75. Before his re- 
tirement he was a member of the 
Exchange firm of Manice & Co. 
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unusual opportunity for the right 
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The government market moves lower in the ineligible sector, 
with the bank issues continuing to display a firm-to-buoyant tone. 
Volume is still restricted, according to reports, although Federal 
seems to be able to get rid of sizable amounts of issues, due in more 
than five years. The short end of the list is being protected by the 
authorities in order to assure a successful refunding of the July 
maturity. It seems as though more interest is being paid to the bank 
issues, because there appears to be less certainty now, that higher 
coupon obligations will be offered for the September maturities. 
Switching has not been so prominent, because of the let’s-do- 


nothing-for-the-time-being attitude of a great many owners of 
Treasury obligations. 


Long 242s in Demand 

The 2%s of September 1967/72 seem to have taken the play 
away from the rest of the list because of the desire on the part of 
the commercial banks to maintain income. Higher quotations for 
this issue would no doubt be witnessed if larger offerings should 
come into the market. Demand for the partially-exempts has been 
good, despite larger offerings of State and municipal bonds. The 
19f0/65s continue to be the leading issue in the partial-exempt 
group. 

Price Trend in Opposite Directions 


The government market is becoming more of a “split affair” 
with each trading session. The ineligibles, under constant pressure 
by the authorities, continue to gradually move into new low 
ground. The longer bank obligations, on the other hand, display 
a firm-to-better tone, because the powers that be evidently are not 
in a position to directly influence the price trend and yield of these 
securities. As a resuit, the price differential between the bank 
1967/72s and the Vics widens due mainly to the price erosion in the 
latter securities. The decline in quotations of the long tap bonds 
has not, however, resulted in an unfavorable market psychology 
since non-bank investors continue to absorb sizable amounts of 
these securities each week. Federal does not necessarily press the 


sale ot tne ineligibles, but will supply needed issues to investors 
that are seeking them. 


Taps Being Bought Despite Weakness 


Scale buyers of the tap bonds, according to reports, are prin- 
cipally new money buyers with very little, if any, of these funds 
coming from switches out of other Treasury obligations. The bulk 
of these purchases takes place in the June and December 1967/72s, 
although there is some buying in practically all of the other tap 
issues. There has been recently a more noticeable demand for the 
1952 eligible obligations, but not enough yet to challenge the lead- 
ership spot of the longest two issues. 


The persistent decline in quotations of the ineligibles has not 
scared buyefs away from these securities despite the belief among 
them that prices will probably drift lower. The feeling is that 
despite the selling by Federal (of the taps) which probably means 
lower prices, they do not expect the market for these securities to 
be disorderly and the pressure in due time will be lifted. By scale 
purchases, favorable yields are being obtained, and the income 
factor is of great importance to them. 


Orderly Ineligible Market Expected 


With the so-called “bottom” of 101.13 and a 2.40% yield for 
the Vics more than a reality, what next? Most observers are not in- 
clined to venture guesses at this time as to where the probable 
bottom will be. They point out the Central Bank will continue to 
exert a mild restriction on credit as long as boom conditions con- 
tinue in business and the stock market. How far down this might 
take quotations of the ineligibles is something for the authorities 
to decide and this will be determined, in no small way, by the 


inflationary psychology which does not seem to be losing any of 
its strength. 


To be sure, more direct action by the authorities would no 
doubt have a retarding effect upon some of these forces, particu- 
larly the equity market. But the political factor must also be given 
more than passing consideration, and it is a well-known fact that 
geod business and a strong equity market do not retard the chance 
for reelection of those that are in office. So, for some time in the 
future, whether it be near or far, it seems as though a defensive 
but orderly ineligible bond market should be expected. 


Higher Refunding Coupon Doubted 

As to the eligible segment of the government market, there 
continues to be a good demand especially in the longer end of the 
list. According to advices, the bank 2%s can find a home in sizable 
amounts if they were available. Orders for this obligation have 
come into the market from many sections, with the large banks as 
anxious to acquire this security as the smaller ones. The 2%s and 
the 2'4s of 1956/58 as well as the last three partially-exempts are 
also being taken out of the market. It seems as though the banks 
are not so sure now that higher coupon issues will be forthcoming 
in the fall refunding and for protective purposes are taking on 
the outstanding obligations that give the highest yields. 


Prospective Treasury Financing 

Because the deficit will be smaller than was estimated, it is 
believed in some quarters that the Treasury might step up its sale 
of bills or issue 1%% securities in order to take care of new money 
needs. Also it is believed by some that the September operation 
may not bring into the picture a coupon rate higher than 1%% 
with others feeling that a 112% issue will be used to provide for 
the higher coupon maturities of the early fall. With this kind of 
thinking coming into the market, it is not surprising that the 
demand for the higher yielding eligibles has been improved. 


— 
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Sterling Rises in Free Market 


By PAUL EINZIG 


Dr. E:nzig ascribes rise of sterling rate in fre: market to: (1) 
gradual world-wde trend to normal currency conditions; (2) 
favorable change in Britain’s gold position; (3) absence of 
sharp increase in British prices and production costs; (4) ris- 
img tendency of American prices; and (5) subsidence of fear 
of second sterling devaluation. Sees abandonment of Socialist 
Party’s nationalization program as important factor. 


LONDON, Eng.—There has been lately a very marked im- 
provement in the free market rates of sterling in New York and 
elsewhere. The discount on the official rate, which was very sub- 
stantial after the devaluation, has now narrowed down, and the 
possibility of its complete disappearance is 
widely envisaged. It would not be surprising 
if we should see sterling at par in the not too 
distant future. Tae main factors responsible 
for its recovery may be summarized as follows: 


(1) There is a world-wide trend towards a, 
return to normal currency conditions. The de- 
cline of the premium on gold is one of the 
manifestations of this trend, and the recovery 
of sterling, French franc and other currencies 
forms part of this general movement. It is 
largely due to the development of a wide- 
spread optimism about the prospects of eco-. 
nomic recovery in Western Europe in general 
and in Britain in particular. 


(2) The favorable change in the British gold 
position during the first six months that fol- 
lowed the devaluation of sterling has created a 
good impression. Although the amount of the gold reserve will not 
be pubilshed again till the beginning of July, it is widely believed 
that the increase has continued, even though not to the same extent 
as during the last quarter of 1949 and the first quarter of 1950. 
Speculation about the possibility of a depletion of the gold reserve 
has subsided almost completely. 


(3) The absence of a sharp increase in the British cost of living 
and cost of production has given rise to optimism. Although the 
possibility of a termination of the wage freeze is envisaged, 
there is no longer a danger that the beneficial effect of the deval- 
uation might disappear through a corresponding increase of prices 
and costs in Britain. It is now expected that the safety margin 


created by the excessive degree of the devaluation will prove to 
be sufficient. 


(4) Fears that Britain might be deprived of the advantages se- 





Dr. Paul Einzig 


-. cured through the devaluation by a sharp fall in American prices 


and costs have proved to be groundless. The rising tendency of 


- American prices has allayed these fears, and also the fears that, 


as a result of a trade recession, British and sterling area exports to 


the dollar area might suffer once more as they did during the first 
half of 1949. 


(5) Talk-of another devaluation, which revived a few weeks 
after the devaluation of September, 1949, has now subsided almost 


completely. Most people have realized that there is no need for 


devaluing sterling once more, and that this time the government 
really means what it says when it disclaims any intention of de- 
valuing. 

(6) The internal political situation in Britain has also favored 
sterling. The fact that, owing to the smallness of its majority, the 
Socialist Government is unable for the present to continue its 
policy of nationalizations or to adopt any other drastic anti-Capi- 


talist measures at least untiy the next general election has pro- 
duced a reassuring effect. 


(7) The indications that the Socialist Party intends to drop 
nationalization from its program for the next general election 
have strengthened that reassuring effect considerably. It is now 
widely believed that, even if the Socialists should secure a large 
majority, they would pursue a more moderate policy than they 
pursued during the Parliament of 1945-49. 

(8) Even though the removal of petro] rationing and of other 
controls will tend to increase domestic consumption and will 
therefore tend to affect unfavorably the British balance of pay- 
ments, the psychological effect of de-control tends to influence 
sterling favorably. 

One of the immediate effects of the appreciation of sterling is 
that the leakage due to the possibility of acquiring sterling at a 
heavy discount has come to an end. This means that the British 
gold reserve will not lose any gold through the use of open market 
steriing for paying for British exports. A much more important, 
if temporary factor set into motion by the improvement of sterling 
is the willingness of foreign importers of British and sterling area 
goods to pay immediately instead of postponing payment in the 
hope of benefiting by a second devaluation. Although most of the 
arrears created before September 18, 1949, were paid off after 
devaluation, some of it remained, and fresh arrears were created 
during the period of devaluation talk. The liauidation of these 
arrears is likely to result in a further gold influx, which again will 
tend to strengthen further confidence in sterling. 


Just as the Opposition endeavored to make political capital 
out of the various weakhesses in the British economic situation, 
so the government will now try to make political capital out of the 
signs of improvement of sterling. Should this lead to an improve- 
ment of the chances of the Socialists to secure a big majority at 
the next general election, it would tend to check the improving 
trend of sterling, as fears of a resumption of nationalizations and 
other anti-Capitalist measures would revive. 

Another political factor which might check or reverse the 
improvement of sterling is the revival_of war scares. The summer 


months are the most dangerous period, and it would be surprising 
if we reached the autumn without a major war scare to upset 
sterling and other European exchanges to some extent. Thus, even 
if sterling were to recover to its officia) parity, the possibility of 
a relapse to a discount could not be ruled out. 
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Continued from page 8 


Is Free Enterprise Worth Saving? 


by prideless men and women who 
think there is nothing reprehens- 
ible in being a State pauper. We 
have seen organized labor acquire 
sufficient political leverage to di- 
vorce wage rates from consumer 
demand; to resist reductions when 
markets decline and to secure 
raises out of all reason when de- 
mand revives. We have seen 
State and Federal debts exceed 
the dollar value of our tools of 
production, and the tax bill be- 
come so large that the average 
person must work 80 days a year 
for the government. Only a re- 
turn to sane, balanced thinking 
can bring us safely out of the 
chaos into which we have been 
misled. 

Meanwhile, who is paying the 
bills? Why, American free enter- 
prise, of course—that same free 
enterprise which is the whipping- 
boy of the planners. 


Well Organized Or >osition 

Criticism of American free en- 
terprise is carefully organized and 
apparently well financed. It isn’t 
just happening. Somebody is tak- 
ing a long view and planning it 
that way. And the enemies of 
the American system are highly 
intelligent and highly skilled in 
all the arts of propaganda. More- 
over, they know exactly what 
they are for, and they do not per- 
mit any temporary setback to 
turn them from their ultimate 
objective. They are for a social- 
ized state in which the citizen will 
not be a citizen at all, but from 
the cradle to the grave a subject 
of the state—a number and not a 
man. 

They don’t express their aim 
that baldly, of course. On the 
contrary, they draw a picture of 
a Utopian existence in which a 
benign paternal government will 
coddie everybody and anticipate 
his every need, to say nothing of 
his every want. Everybody, that 
is, except the idle rich, the eco- 
nomic royalists, and the soul- 
less corporations who. by some 
miracle of economics, will foot the 
bills. That is what our enemies 
of free enterprise want, and they 
are diabolically persuasive in 
their sophistry. And they are 
successful. They are making con- 
verts, as witness the large num- 
bers of presumably intelligent men 
and women who have been hood- 
winked into accepting their no- 
tions of a perfect state, 


I would like to mention one 
instance of how the public mind 
has changed. There was a time 
when “profit” was a legitimate re- 
turn on an investment. That and 
nothing more. But today it is a 
fighting word. In the minds of 
those who have heard the siren 
song of the State-Planners. profits 
are inherently evil. “Profit” has 
come to have a sinist-r reputa- 
tion, and those who tike profits 
are automatically princes of priv- 
ilege who would reduce all lesser 
Americans to a helpless and hope- 
less serfdom. 

This misconception ‘« relative- 
ly new, and it is as unfortunate as 
it is unfounded. It makes me 
rather sad to think that so many 
Americans are so gullible and so 
easily misled, that they can be so 
easily filled with baseless fears 
concerning an institution which, 
if they only understood it, is the 
continuing guarantee cf personal 
freedom and economic security in 
our country. 


If we deny the right to decent 
profits, honestly earned and hon- 
estly used under the American 
system of free enterp’ice. we au- 
tomatically cancel out all the eco- 
nomic, and most of the social, 
benefits that have accru-d to us as 
a people during the whole of our 
life as a nation. 

If we deny the r'g>t to decent 
profits, we automatically -ondemn 
ourselves and our children and 


our children’s children to a bleak, 
incentiveless future, to a _ regi- 
mented future wherein an omnip- 
otent state will tell a faceless dis- 
spirited race of robots what they 
must eat, what they must wear, 
where they must live, where they 
must work, and what uniform and 
arbitrarily determined stipend 
they will get for their labor. I 
do not know of any more thor- 
ough-going way of filling in the 
valleys by leveling the hills. The 
race would no longer be to the 
swift, because there would be no 
race. I can think of no system 
more alien to the American tra- 
dition, or more alien to the Chris- 
tian concepts upon which this na- 
tion was founded. 

Free enterprise and individual 
initiative have the sanction of re- 
ligion and the approbation of in- 
telligence in support of their now 
somewhat muted claim that they 
provide the motive that chal- 
lenges ambition, advances prog- 
ress, provides creature comforts, 
and supports the national econ- 
omy. Just now, in fact, they are 
supporting the whole of the West- 
ern World, the same world they 
saved from destruction during 
World War II. Our people must be 
told these things, and told again 
and again, and it is the responsi- 
bility of management to see that 
they are told. Self-preservation, 
if nothing else, dictates the ac- 
ceptance of the responsibility. 

There is no reason I can see 
why the reds, the pinks, the fel- 
low travelers and the out-and-out 
communists should enjoy a mo- 
nopoly on propaganda. But, to all 
intents and purposes, a monopoly 
is what they have had. Ameri- 
can business, the custodian of the 
American system of free enter- 
prise, has not been sufficiently 
vocal, it has not been sufficiently 
aggressive, it has not made the 
fullest use of the resources at its 
command. 


Business Has Permitted Htself to 
Be Jockied 


Business has made the tactical 
error of being against totalitar- 
ianism first and for private prop- 
erty second. It has, therefore, 
permitted itself to be jockied into 
a position where it is definitely 
on the defensive. The position is 
tenable, but it is not comfortable, 
and there is no excuse for being 
in it. Our maxim that American 
business leaders might well re- 
member is that the best defense 
is a good offense. Business might, 
as a matter of fact, adopt to its 
advantage many of the methods 
used so successfully by the ene- 
mies of American institutions and 
traditions. 

If political, and consequently 
economic, trends have demon- 
strated anything at all during the 
past 15 years, they have proved 
that management executives have 
new responsibilities beyond those 
normally associated with manage- 
ment. These are _ politico-eco- 
nomic. Unless management meets 
them, it perhaps won’t be long 
before it has nothing left to man- 
age. Yet they are responsibilities 
which management has been slow 
to recognize and then reluctant 
to assume; but both complete 
recognition and complete accept- 
ance are vitally necessary for the 
survival of business and industry 
that, despite their human weak- 
nesses, have made the United 
States not only the envy but the 
savior of the world. Just as an 
aside, may I suggest that I wonder 
what the planned economies of 
Europe would do if they awoke 
some morning to find that their 
wish had come true and that the 
United States were 100% collec- 
tivized. What would they do with- 
out the aid provided them by the 
very system they are so eager to 
destroy? 

Among management’s responsi- 
bilities is the duty of participat- 


ing actively in politics. If we ac- 
cept the premise that government 
has stepped out of its proper role 
as arbiter and has usurped the 
improper role of master, then not 
only business, but each and every 
one of the beneficiaries of the 
American tradition of government 
must combat this heresy openly, 
actively, and intelligently. 

Once active in politics, manage- 
ment executives must first propa- 
gate the thesis that the American 
system of free enterprise is in- 
herently good. It is not enough 
for them to take the purely nega- 
tive attitude that the system is not 
inherently evil. 


What would the effect of such 
an infiltration be? Only the sim- 
plest soul would assume that in- 
dustry’s differences would disap- 
pear over night, or that we would 
immediately and happily return 
to the concept of government that 
the Founding Fathers intended. 
But that concept would be given 
a new vitality. As things now 
stand, the sound moral basis of 
the profit system is as likely to be 
as unfamiliar to its advocates as 
it is unwelcome to its opponents. 
Those who believe in it sense its 
basic rightness, but cannot ex- 
press themselves. Those who 
would destroy it point out its 
superficial weaknesses while care- 
fully ignoring its firm foundation. 
But sooner or later, all must learn 
that business and industry oper- 
ating at a profit is a social and 
economic assets. Profitless busi- 
ness is so grave a social and eco- 
economic asset. Profitless busi- 
its fires and closes its doors—as 
eventually it must—it may well 
destroy the current political sys- 
tem with it. 


The tragedy and irony of the 
whole concept of political domi- 
nation of business is that nobody 
wins and in the long run every- 
body loses. The people who be- 
lieve they are the beneficiaries of 
high tax schedules are the very 
people who in one way or an- 
other must supply business with 
the money to pay the tax assess- 
ments levelied by the politicians 
who pose as their benefactors. But 
the economic fallacy of robbing 
Peter to pay Paul is hard to 
demonstrate to the giant intellects 
who not so long ago came up with 
the magnificent notion that the 
way to have more bacon is to raise 
fewer pigs. 

I have said, and I repeat—be- 
cause it cannot be repeated too 
often—that the purpose of Ameri- 
can Government is to protect the 
rights of the individual. That is 
practical. It is basic. Government 
can have no other aim. From an 
equally practical standpoint, the 
sole aim of industry is the pro- 
ductive multiplication of goods 
under a system of free enterprise 
which, as defined by Adam Smith, 
the great classic economist, is en- 
terprise that conducts its affairs 
in areas reasonably free of gov- 
ernment interferences and mo- 
nopoly. 

We, however, have arrived at 
the stage where government 
writes the practices and dictates 
the policies by which industry 
must conduct itself if it is to func- 
tion at all. Government does this 
on the erroneous theory that it is 
not the umpire but the dictator 
in matters that touch upon eco- 
nomic morality. It assumes, and 
assumes wrongly, that the com- 
mon interest would be violated 
were business permitted to over- 
ate outside the arbtirary restric- 
tions and restraints imposed upon 
it by lawmakers. With a fine dis- 
regard for American principles, 
government looks upon industry 
as guilty until it proves itself in- 
nocent. 


This attitude is one of many in- 
dications that State-ism is on the 
march. With each successive piece 
of legislation that places new and 
unwarranted restrictions upon 
industry, it advances another step 
toward its goal. It will not be 
easy to stop the forces of State- 
ism. It will not be easy to turn 
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the tide so that both government 
and business function smoothly 
and properly in their respective 
spheres. But it can be done. No 
amount of argument, however 
imposing, can change the fact 
that government is a trespasser. 
No amount of wishful thinking 
can change the fact that unless 
we turn the tide, American en- 
terprise will soon be a thing of 
the past. We must enlist in the 
ranks of those who propose to 
combat, seriously and intelligent- 
ly, the economic heresies that 
have been represented to our 
people as the ultimate in evolu- 
tionary social gains. 


The Task Before Us 


Our task is clear. It is to tackle 
the central problem with una- 
nimity among ourselves. We must 
be realistic and objective. We 
must have the good auditor’s clin- 
ical viewpoint in our appraisal of 
our solvency and our economic 
future. We must be agreed that 
a harmony of national] interests 
can be achieved only through 
espousal of an economic pattern 
that guarantees the widest pos- 
sible diffusion of benefits to all 
our people. Labor cannot prosper 
at the expense of capital; capital 
cannot long prosper at the ex- 
pense of labor. The two, it must 
be realized, are not natural ene- 
mies, but natural allies. Govern- 
ment, meanwhile, is the servant 
of both. 


From now on our emphasis must 
be on the concrete and the spe- 
cific and not upon the abstract and 
the general. We must acknowl- 
edge that there are areas in poli- 
tics and economics wherein honest 
differences may exist, but we 
must also determine to reconcile 
these differences for the benefit 
of those who may be harmed were 
the differences to continue. Final- 
ly, we must be firmly convinced 
that harmony in all our national 
affairs is not elusive; it is not a 
chimera, but an actuality that may 
be achieved by men of good will. 


The job of the American busi- 
ness leader is to re-establish pub- 
lic confidence in the integrity, ca- 
pacity, and ability of American 
private enterprise. He must dis- 
pel the fog of suspicion on which 
he has been forced to operate for 
the past fifteen or twenty years. 
I think we can defeat the highly 
organized, highly financed eco- 
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nomic illiteracy in our country 
when we, as good propagandists, 
begin making definite and posi- 
tive declarations of business pol- 
icy which the American people 
will understand. 

Since its agents are human, 
American private enterprise is not 
perfect. It has made mistakes, 
and some of them have been bad 
ones. I have no doubt that it will 
make many more. On the other 
hand, the critics of free enterprise, 
also being human, have played up 
industry’s shortcomings out of all 
proportion to its achievements. 
But the record shows that the vast 
majority of American business 
conducts its affairs on a moral 
level and that it contributes no- 
tably to the public interest and 
the public good. 


In submitting these observations 
to you, I should like to believe— 
indeed I do believe—that despite 
the misunderstandings and griev- 
ances that seem to characterize 
our economy, America still pos- 
sesses the leadership and talents 
and standards and conscience: and 
imagination to restore it to the 
position it has traditionally held. 


We Americans have always 
managed to retain our common 
sense and a basic rectitude in our 
thinking that invariably bring us 
back to the course charted for us 
by the Fathers of the Republic 
so long ago. They were men of 
faith and hope. It was upon faith 
and hope that they founded this 


nation. Faith and hope have 
brought it to its greatest emi- 
nence. Faith and hope are the 


twin stars that we must steer 
by now if we are to be true to the 
tradition of our fathers. 


Billings & Freedman 
Formed in New York 


Formation of Billings & Freed- 
man with offices at 40 Exchange 
Place, New York City, to transact 
a general investment business has 
been announced by Joseph H. Bil- 
lings, Edward Freedman and Irv- 
ing D. Slater, partners. 


G. B. Hodgman 


George Barker Hodgman, of 
Francis I. du Pont & Uo., died at 
French Hospital at the age of 84. 





The First Half 


“There seems to be a general inclination to look 
back on the first half of this century as something 
to be deplored. It is true that terrible Saag 2 have 
happened in these 50 years, but ‘ 


there 
story.... 


“In these 50 years, there has 
been a greater expansion of op- 


portunity in the United 


than has ever taken place in a 
in the 
I don’t think all of us 
today realize how great an en- 
hancement of opportunity has 
increased pro- 
in our economic 


like period anywhere 
world. 


resulted from 
ductivity 
system. 


is another side to the 


States 
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“Production in our factories is 


nearly seven times what 


it was in 1900, although 


our population has merely doubled. 
“To show our progress toward a fairly equitable 


distribution of goods, 


after World War I there 


wasn’t a single Studebaker employee who could 
afford to buy a car out of his earnings, but right 
after World War II, 10,000 out of our 13,000 em- 
ployees put in orders for new cars. 

“Nowhere except in the United States can the 
average factory worker afford to buy a car today.” 


Of course, 


—Paul G. Hoffman. 


it has been a glorious half century! 


But that guarantees nothing for the next 50 


years! 


Let the planners not forget that simple fact. 
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The 1949 ANNUAL REPORT of The Dayton Power and Light Company shows 
A YEAR OF STEADY PROGRESS 


ver ¥ 


tqrue 





On March 11, 1949, the second 60,000 kw gen- 
erating unit at the O. H. Hutchings Steam-Electric 
Generating Station was placed in service. A third 
60,000 kw unit will be placed in service in 1950 


\ 

\ \ \ 
\ \ 

and a fourth in 1951. At the close of 1949, the 


rated capacity of the company’s electric generat- 
ing facilities was 331,325 kw. = 























structed in 1950. 


Our service area, located entirely within Ohio, consists of 6,041 square 
miles and covers one-seventh of the total area of the state. It has a 
population of 811,600 and is unique in the large number (280) of 
cities, towns, and villages it contains. 





At close of year, the company’s substation capac- 
ities were 800,121 kva. Transmission lines ex- 
tended 705 circuit miles and distribution lines 
10,633 circuit miles. A 132 kv transmission line 
(to be operated initially at 66 kv) will be con- 





for the two years ended December 31, 1949 


INCOME STATEMENT OF THE COMPANY 





1949 
OPERATING REVENUES: 
Electric $26,500,185 
Gas 9,011,644 
All Other 1,362,761 


Total operating revenues 


OPERATING EXPENSES: 
Gas purchased for resale 


Electricity purchased for resale 1,115,146 
Production of electricity, steam and hot water 7,089,689 
Transmission, distribution and general 5,126,734 
Total operation $18,632,542 
Maintenance 2,218,463 
Depreciation 2,436,456 
Taxes tae ___ 6,100,487 
Total operating expenses . $29,387,948 
Net operating revenue . $ 7,486,642 
OTHER INCOME (net) .. rs 63,855 
Gross income .. $ 7,550,497 
INCOME DEDUCTIONS: 
Interest on first mortgage bonds $ 1,483,375 
Other Income Deductions (net) (credit*) ___108,226* 
Total income deductions $ 1,375,149 
Net income .. $ 6,175,348 
PREFERRED DIVIDENDS: 
3.75% Series A and B $ 656,269 
Balance transferred to earned surplus $ 5,519,079 
EARNINGS PER SHARE OF COMMON STOCK‘: $2.78 78 





$36,874,590 


"$ 5,300,973 











*Based on shares outstanding at end of respective years. 


“ef 
1948 


$23,560,778 
8,191,095 
1,239,738 
$32,991,611 








$ 5,056,793 
1,501,899 
7,091,756 
4,931,625 

$18. 582, 073. 





1,827,655 
2,019,887 
5,009,987 


327,941 


$ 1,054,708 
__175,657* 


$ 879,051 
$ 5,006 5,000, 899 


$ 656,269 


3 4, 344, 630 


$2.56 






$27,439,602. 
$ 5,552,009 








These statements are condensed from the 1949 reports of the company. They are published here 
for general information and are not intended to induce, or to be used in connection with, any sale 
or purchase of securities of the company. A copy of the annual report will be mailed on request. 


* Gross Operating Revenues Up 11.8% to $36,875,000 
* Net Available for Common Stockholders Up 27.0% to $5,519,000 
¢ 7-Year Construction and Operating Program 61% Completed 


Bil if 


e The year 1949 marked the half-way point in a broad 
construction and expansion program launched in 1946, and 
scheduled for completion in 1952. This program, presently 
estimated to cost $94,263,000, is about 61% completed. 

Gross revenues from all services in 1949 reached the all- 
time high of $36,875,000, reflecting the soundness of our 
construction and operating programs. Net earnings avail- 
able for common stockholders totaled $5,519,000. This. 
represented $2.78 per share (compared with $2.56 for 
1948) and was calculated on the basis of the number of 
shares of Common Stock outstanding at the end of the year. 
Dividends of $1.80 per share were paid on Common Stock 
during the year. (Early in 1950 the quarterly dividend rate 
was increased from $ .45 to $ .50 per share.) 

At the close of 1949 we were supplying a total of 317,995 
customers with one or more of our utility services: elec- 
tricity, gas, steam heating, water, or hot water heating. 

The total electri¢ gross revenues of $26,500,000 were 
12.5% greater than in the previous year. Gross revenues 
from gas were $9,012,000 for the year, 10.0% higher than 
in 1948. Gross revenues from steam, hot water, and water 
were $1,363,000, up 9.9% over 1948. 

Considered from a wide variety of viewpoints, we are 
located in one of the most progressive sections of America. 
A steady expansion of industry, requiring workmen with a 
high degree of skill, has continued after the war. The de- 
centralization of industry in other parts of the nation has 
brought to some of the small towns in our area a number of 
new industries, resulting in increased residential building 
and commercial activity. Population growth is twice the 
national rate. Effective buying power is approximately 16% 
. These are all factors 
indicating there will be a steadily increasing demand for 
all our utility services over the years ahead. 


higher than the national average . . 








Now that the supply of natural gas is im- 
proved and the demand continues to grow, 
the company is expanding its distribution 
system. A total of $1,312,200 was spent in 
1949 for the construction of gas facilities, 
compared with $777,400 for 1948. 


THE DAYTON POWER AND LIGHT COMPANY 


25 North Main Street, Dayton, Ohio 





SERVING 317,995 CUSTOMERS 


IN A 6,041-MILE AREA 


IN 24 QHIO COUNTIES. 
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Missouri 


On -May 19, the Kansas City 
Power & Light Co. filed a reg's- 
tration statement with the SEC 
covering $15,000,000 of 30-year first 
mortgage bonds due 1980, the pro- 
ceeds to be used to finance, in 
part, the construction and acqul- 
sition of additional property, to 
pay off and retire $4,822,500 of 
2% notes issued to provide tem- 
porary financing for such pur- 
poses, and to reimburse the com- 
pany, in part, for expenditures 
heretofore made from other funds 
for such purposes. Bids for the 
purchase of these bonds must be 
presented to the company at the 
Continental Illinois National Bank 
& Trust Co., 231 So. La Salle 
Street, Chicago, Ill., at or before 
il a.m. (CDST) on June 20. Total 
operating revenues of the Kansas 
City Power & Light Co. for the 
12 months ended April 30, 195), 
were $30,128,957, as against $28,- 
734,189 for the preceding 12 
months’ period. Net income after 
charges and taxes amounted to 
$4,538,298, compared with $4,500,- 
709. 


The Interstate Commerce Com- 
mission in a decision handed down 
on June 2 denied the application 
of the Missouri-Kansas-Texas RR. 
for approval of a proposal to dis- 
charge the liability for accumu- 
jated unpaid adjustment mortgage 
bond interest by delivering to the 
bondholders new secured deben- 
tures in the face amount equal 
to the accumulated unpaid inter- 
est. The Commission said that on 
the basis of current earnings, as 
reflected in testimony by com- 
pany officials, the M.-K.-T. should 
be able to liquidate the interest 
in cash during the next four years, 
making the new debentures un- 
necessary. The company has out- 
standing $13,555,865 adjustment 
mortgage bonds, on which accrued 
interest since 1943 amounts to 
$4,744,552. 


a: me: a: 
For the 12 months ended March 


31, 1950, operating revenues of 
Laclede Gas Co. amounted to 


Brevities 


$18,784,324, while net income after 
taxes and interest totaled $2,331,- 
483, equal to 94 cents per share 
on the 2,469,412 shares outstand- 
ing at the end of the period. For 
the preceding 12 months operat- 
ing revenues were $15,444,562 and 
net income $2,208,696, equal to 
91 cents per share on the 2,433,636 
shares outstanding at the close of 
that period. As of March 31, 1950, 
there were outstanding $5,860,309 
of 442% convertible debentures, 
due 1963. If all of these deben- 
tures were converted into com- 
mon stock, there would be pres- 
ently outstanding 3,407,060, and 
this number of shares has been 
outstanding on March 31, 1950, the 
earnings for the 12 months ended 
on that date would have been re- 
duced from 94 cents to 74 cents. 
Laclede Gas Co. is negotiating for 
the sale of $5,000,000 of 4.6% pre- 
ferred stock to 11 institutional 
investors. Part of the proceeds is 
expected to be used to repay 
$2,000,000 bank loans, and part for 
construction. 


Trans World Airlines, Inc. for 
the 12 months ended March 31, 
1950, reported total operating rev- 
enues of $105,880,294, while net 
income after income taxes, etc., 
amounted to $5,129,331, equal to 
$2.12 per share on 2,424,672 shares 
outstanding. 


Net income of the Missouri 
Power & Light Co. for the four 
months ended April 30, 1950, was 
$410,764, compared with $329,665 
for the same period last year. 
Gross revenues totaled $2,923,213, 
against $2,753,367. For the 12 
months ended April 30; 1950, net 
profits amounted to $1,137,879, 
compared with $1,014,772 for the 
previous 12 months’ period, while 


total revenues were $7,885,209, 
against $7,299,879 for the same 
periods. 


Ed 


For the three months ended 
March 31, 1950, Peoples Drug 
Stores, Inc., reported consolidated 
net sales of $11,009,978, and net 
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income, after Federal income 
taxes, of $309,327, equal to 72 cents 
per share on 429,000 shares of 
common stock outstanding. This 
compared with net sales of $1li,- 
179,255 and net income of $300,724, 
or 70 cents per common share, for 
the corresponding three months of 
last year. Current assets amounted 
to $10,451,763 as at March 31, 1950, 


while eurrent liabilities were 
$3,557,306. 

% % 
Total operating revenues of 


Union Electric Co. of Missouri and 
its subsidiaries for the 12 months 
ended Merch 31, 1950, amounted 
to $70,238,464, while net income 
after taxes and interest, etc., de- 
ductions totaled $13,511,274. This 
compared with total operating 
revenues of $68,028,865 and net 
income of $11,655,631 for the pre- 
vious 12 months’ period. Balance 
available for common dividends 
and surplus was $11,708,754 for 
the 1950 period as against $10,- 
091,444 for the 1949 period. As 
part of the financing of the cur- 
rent construction program, the 
company, in April, 1950, sold 
350,000 shares of common stock 
to The North American Co. for 
$5,000,000. 

The May Department Stores Co., 
St.. Louis, for the year ended Jan. 
31, 1950, reported sales of $392,- 
915,446, reflecting a decrease of 
34% from the all-time high of 
$407,266,466 attained during the 
preceding year. Part of the de- 
crease in sales was due to the 
decline in prices. Net earnings, 
stated on the LIFO basis (after 
provision for income taxes and 
minority interest) were $18,092,- 
371, compared with $19,650,653 for 
the preceding year. Earnings per 
share of common stock based upon 
the average number of shares out- 
standing, and after preferred divi- 
dends, were $5.79 and $6.52 for 
the current and preceding year, 
respectively. The common stock- 
holders’ equity per share at Jan. 
31, 1950, was $39.36 compared with 
$36:37 at Jan. 31, 1949. Construc- 
tion of another branch store in 
St. Louis is now in progress and 
it is expected that the building 
will be ready for occupancy for 
the fall season of 1951. 


* % 


For the three months ended 
March 31, 1950, Arkansas- Missouri 
Power Co. reported electric oper- 
ating revenues of $1,349,394 a 
gain of $107,912 over the corre- 
sponding period of last year. Net 
income after Federal and other 
taxes, and after interest and other 
deductions, was $125,428, or $27,921 
below the total for the» three 
months ended March 31. 1949. 
Electric operating revenues for tne 
12 months ended March 31, this 
year, were $5,019,706, an increase 
of $961,487 over the total for the 
previous 12 months’ period, while 
net was $419,228. or $46,980 below 
that for the 12 months ended 
March 31, 1949. 


% a % 


Western Auto Supply Go. for 
the month of May reported total 
sales of $13,016,000, compared with 
$10,520,000 for the same month in 
1949, while for the five months 
ended May 31, 1950, they were 
$51,418,000 as compared with $42,- 
398,000 for the corresponding pe- 
riod of last year. 
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The Electric Power 
Industry Looks Ahead 


the benefit of all parties at in- 
terest in our companies—the cus- 
tomers, employees, investors, sup- 
pliers, and the public. The Irsti- 
tute has 45 working committees 
with a total of 1,100 members, 
functioning under the guidance of 
the Board of Directors with its 42 
members. Our working commit- 
tees apply themselves to a wide 
range oi: problems that confront 
our business — they really work 
and produce. During the past year 
the committees held over 250 
meetings with a total attendance 
of several thousand. 


The chairmen and members all 
deserve the greatest credit for 
their contributions, and I am 
pleased today, on behait of the 
Board of Directors, to gratefully 
acknowledge their service. Besides 
its 45 working committees, I can 
testify—as President of the Insti- 
tute for the past year—that you 
also have a working Board of 
Directors, and a working staff. 

The Board has given the Insti- 
tute unlimited and invaluable ser- 
vice, which merits the full appre- 
ciation of all our members. 

Our Board and committees, in 
turn, owe much to our capable 
Vice-Pres:dent and Managing Di- 
rector, Colonel H. S. Bennion; to 
the Assistant Managing Director, 
A. B. Morgan, and to the com- 
petent staff of the Institute. 

The only limitation on the value 
of the Institute to the electric light 
and power companies of the na- 
tion, in my opinion, is the extent 
to which they participate anu co- 
operate with it. 

Therefore, it is to be desired 
that every electric light and power 
company which is not a member 
of the Institute join in its work. 
Every company should give con- 
stant support to making our in- 
dustry a better industry, of ever- 
increasing service and worth to all 
the people of our nation. This is 
the Institute’s goal! 


Electric Power Industry—Greatest 
Asset to Nation 


By every standard, our industry 
today is a greater asset to our na- 
tion than ever before. It is more 
productive than ever before. It is 
stronger in every component part; 
in the size and efficiency of its 
power plants and other facilities, 
the skills of its manpower, the 
solidarity of its aggregate finan- 
cial structure, and the nationwide 
adequacy and dependability of the 
vital public service it supplies. 

During the five postwar years 
we have carried forward success- 
fully the largest construction pro- 
gram ever undertaken by any in- 
dustry in the United States. We 
have demonstrated our ability to 
design, build, operate, finance and 
serve, and to maintain the best of 
relations with our customers, em- 
ployees, investors and the public. 
We are supplying electricity at a 
lower average price than 10 years 
ago, despite the fact that we have 
been plagued with the same high 
costs that have bedeviled every- 
body else. 

Since V-J Day we have added 
over six million new customers to 
our lines. We have completed 
about 75% of our $10 billion 1946- 
51 construction program, which 
will add 21 million kilowatts to 
our power production capacity— 
an increase of 52% —and will give 
us an estimated reserve of 18.9% 
by the end of next year. 

Further, our companies have 
under construction and scheduled 
through 1953 additional projects 
aggregating $2 billion, with still 
more projects on the drafting 
boards. 

This adds up to $12 billion in 
eight years, doubling the invest- 
ment of eight years ago. This 
represents a total private invest- 
ment of $24 billion, made under 


freedom of enterprise and ex- 
emplifying true public ownership 
of public utilities at work in the 
service of tne public! 

By the end of this year the elec- 
tric utilities of our country will 
be serving about 45,000,400 cus- 
tomers, including 5,500,000 farms. 

Electric service wili then be 
available to 97% of the nation’s 
farms, and to 98% of all occupied 
homes, urban and rural. 

Thus the electrification of our 
nation, in the sense of universal 
availability of electric service, is 
nearly complete. And despite the 
invasion of the electric utility in- 
dustry by the Federal Govern- 
ment, the electric companies are 
directly serving 80% of the na- 
tion’s electric customers and are 
supplying 85% of the power which 
utility customers consume. 

But nobody in our business 
thinks that the electrification of 
the nation, in the sense of supply- 
ing all the electric service that 
an increasing population and an 
expanding economy will require, 
is completed — or ever will be 
completed. 


A Look at the Future 


Let’s take a look at the future. 
If our industry should grow in 
the next 20 years at the seme rate 
it has grown during the past 20 
years—half of which were de- 
pression years—by 1970 its power 
plant capacity will have tripled 
to over 200 million kilowatts, 
compared with today’s 64 million 
kilowatts; annual revenue of 
$11% billion will be 2% times 
today’s $4% billion; and property 
and plant of $65 billion will be 
three times today’s $22 billion. 

These figures are merely the 
result of the projection of the 
past 20 years’ trend. 

If these figures come true — 
and I believe they will—it will 
mean adding more than 130 mil- 
lion kilowatts of capacity with 
collateral additions to transmis- 
sion and distribution systems, and 
raising over $30 billion or more 
of capital. That is, our industry 
will require an additional invest- 
ment over the next 20 years equal 
to the total investment today in 
the nation’s iron and steel, auto- 
motive, and petroleum and coal 
industries. 

Let’s ask ourselves, do we real- 
ize the true size and complexity 
of the job ahead of us? Are we 
gearing our thinking and plan- 
ning to the challenge of the on- 
coming years? 

Our business of course has 
many problems, but fundamental- 
ly they are not different from the 
problems that confront business 
and industry generally in America. 

First, in common with all other 
industry, you and I know we can- 
not progress—or even survive— 
except by constantly improving 
efficiency, economy and produc- 
tivity in every phase of our busi- 
ness, in design and construction, 
and more especially in operation. 
This we must do, not only in our 
own interest, but in the public in- 
terest, Along with all other pro- 
gressive industries we must vastly 
increase our utilization of re- 
search, to produce the most at 
the lowest possible cost. 

Again let’s ask ourselves, is our 
industry sufficiently research- 
minded? Are we doing enough in 
the field of research? I believe 
the answer is “No.” 


The Institute has had under 
consideration for several years the 
adoption of a coordinated industry 
research program. I urge all of 
you to interest yourselves in ini- 
tiating this program. 

We might properly ask ourselves 
whether we are using adequately 
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all the modern tools of manage- 
ment, sucn as industrial and 
methods engineering, standardiza- 
tion, work simplitication, time 
and moi.on study, o:ganiza.ion 
planning, budgeting of ail types, 
cost accounting ana control, mar- 
ket research and incentives? 

We cer.ainly must intensify cost 
consciousness to the highest de- 
gree in ev _ry phase oi our busi- 
ness—in design, construction and, 
I repeat, especially in operation— 
and throughout our personnel at 
every levei. 

We must continue to improve 
our sales tecaniques and public 
relations. 

To accomplish these objectives 
will require the very besi trained 
executive manpower. Tne more 
our bus:ness grows, the more it 
will require skilled executive tal- 
ent. ln tact, I believe the prime 
requisite for the success of a 20- 
year program of the great dimen- 
sions in prospect is adequate 
trained executive manpower. 

We al: know it will take much 
more executive talent to build and 
manage a $65 billion industry 
than it does to conduct one a 
third of that size. 

What are the prospects that we 
shall have plenty of executive 
manpower of the necessary high 
calibre on time? 

Again, this is a problem com- 
mon to all American business. In 
a report on the acuteness of tne 
problem, the Conference Board 
Management Record for April, 
1950 opened an article entitled 
“Building New Executives” this 
way :— 

“It used to be said: ‘When the 
President dies, we hire a new of- 
fice boy. Everyone moves up. 
Honesty, sobriety, and hard work 
are the qualities an ambitious 
employee needs to get ahead. Ex- 
perience is the best’ teacher. 
Going to night school probably 
helps. The cream will rise to the 
top by itself... .’” 

The aivucie then goes on to say: 

“Executive devevlopment was 
seldom discussed a_ generation 
ago, Probably no company then 
had a program for training ex- 
ecutives. ... 

“Now, thoughtful businessmen 
are asking if the old system can 
be followed much longer with 
safety. ... 

“Today, there is a shortage of 
executives. Few were trained dur- 
ing the depression of the Thirties 
because most companies felt then 
that they could not afford to do 
the job. Fewer still were trained 
during the war when all effort 
was directed toward getting out 
the goods. College recruitment 
dropped off sharply during the 
same period, making gaps at the 
junior officer level. 

“Our society is growing older. 
... Company executives also are 
growing older. Many are close to 
retirement age. A recent study of 
the management personnel in 65 
industrial companies showed i 
disturbing trend over the past 


two decades.” 

The average age of all officers, 
excluding Chairmen of boards, 
was found in a survey by Booz, 


Allen & Hamilton to be 47 in 1929, 


but had increased by seven years 
to 54 in 1949. In the same 20 
years the average age of Presi- 


dents had increased by six years 
to 59. 
Continuing, the article says: 
“Managing a business is more 
difficult and exacting today than 
ever before. The implications are 
of first importance. The need for 
a comprehensive program of 
training and development for all 
executive personnel is urgent. In 
fact, many are of the opinion that 
such a program is a must for the 
preservation of our way of life, as 
well as for the preservation of 
individual business enterprises.” 
Mark now, these comments are 
directed to industry in general. 
Three years ago, I revorted to 
the Annual Convention of the In- 


stitute on the results of two sur- 
veys: one, to find out the future 
needs of our own industry to re- 
place top executives on their re- 
tirement, and to fill additional ex- 
ecutive jobs created by the in- 
austry’s growth; and tne other, 
to appiasse our ability to attract 
men of the necessary calibre. 

The one survey snowed that the 
average age of the top tive op- 
erating uulity executives in the 
companies reported on was then 
57 years; one in eight was 65 or 
older; iour in ten were 60 or 
over; two out of three were 55 
or over. These facts demonstrated 
our industry urgently needed men 
capable of handling top responsi- 
bilities. 

Now, three years later, what is 
the situation? We have repeated 
the survey to find out. 

As 10 average age of top ex- 
ecutives there is a slignt cnange 
for the better. 

Three years ago 12% of our in- 
dustry’s top executives were 6) 
or over; today 11%. Then 39% 
were 6J or over; today 36%. Then 
16% were under 50; today 17%. 

Even so, the average age of top 
executives in our inuustry today 
is higuer than that of industry in 
generat. So the problem our in- 
austry faced three years ago of 
finding suitable successors for top 
execu.ives on retirement is virtu- 
ally the same today. 

The figures cited on average 
ages comprise the five top execu- 
tives in each of 42 operating com- 
panies, each with annual revenues 
in excess of $25 million. It is not 
unlikely that within the next five 
years “10 of these 210 executives, 
or one-third, will retire. 

Again let us ask ou:selves: Are 
we ready ready with replacements 
for them — and, in addition, the 
top executives who concurrently 
will be retiring from several hun- 
dred other electric companies? 

This question can be answered 
only by the management of each 
company, individually — but the 
sum total of their individual 
answers is of vital importance to 
the inaustry as a whole. 

It plainly is a major obligation 
of our industry to develop men 
with the capacity to fill the shoes 
of present top executives when 
they retire; and to supply future 
needs for more top executives. 

We therefore must do two 
things — discover, train and de- 
velop the potential top executive 
manpower now in the employ- 
ment of our companies; and at- 
tract into the business, train and 
develop the best young manpower 
available. 

It’s certain that many of the 
new top executives our industry 
will require in future years must 
be recruited from recent graduates 
and p.esent students of our na- 
tion’s colleges and universities. 

Interesting Students in Electric 

Industry 
Three years ago I also reported 


the results of a survey made to 
find out how students at institu- 
tions of higher learning regarded 
a career in our industry. 

The survey revealed that stu- 
dents with top executive poten- 
tial had virtually no interest in 
going to work for an electric 


utility. This demonstrated that if 
our industry were to recruit truly 
outstanding young men, it had to 
make itself attractive to them. 
Now, three years later, how do 
we stand? A new survey shows 
that student attitude has im- 
proved slightly, at least in the 
number of young men interested 
in our business. But this may be 
because there are fewer job op- 
portunities for graduates today 
than in 1947. 

Typical of the reaction of col- 


lege placement bureaus is this 
comment from a Midwestern 
school: 


“In thinking of business careers 
our men practically never con- 
sider the electric utility industry 
as a possibility. So far as men in- 
terested in the business division 
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are concerned, there is almost 
compiete absence of knowledge 
about the utilities. When they are 
jentioned as a possibility tne 
men usually feel that the general 
saiary range is lower than in other 
comparable businesses and that 
there is less chanee for advance- 
ment.” 


This year’s survey also defi- 


niteity reflects the security com-- 


plex whicn afflicts our nation. 
Among the students now attracted 
to our industry, it is security of 
employment that appeals to 18%, 
as against 54% in 1947. 


At the same time, the growth 
ana opportuniiy for advancement 
in our industry 
only 42% today, compared with 
70% three years ago. 


It is also significant that a sur- 
vey of the June, 1950, graduating 
class of the Harvard Graduate 
Echool of Business Administra- 
tion disclosed that not one of 500 
men in the clas; had any desire 
Or intention of entering tne elec- 
tric utility business. 


All of this shows we have a big 
jOb ahead of us—the recruitment, 
selection, training, and develop- 
ment of manpower—to assure our 
companies competent executive 
leadership for the future. 


A big job, yes! And one it will 
take prompt action to accomplish! 
Unquestionably we must impart 
to students and educators a new 
appreciation of all that our in- 


is attractive to. 


dustry holds forth to their best 
graauates. 

In recruiting college students, 
it is important to recognize that 
those “most likely to sueceed” 
prefer employment with concerns 
tnat offer executive training and 
development programs. 


* Between 1935 and 1946—accord- 
ing to nationwide surveys made 
by the Nationa] Industrial Con- 
terence Board—the percentage of 
companies conducting executive 
training programs increased 65%. 
Since 1946 many more companies 
have instituted such programs. 
The steel and oil industries, the 
automotive and aviation indus- 
tries, and other major industries 
are fully alert to their needs for 


‘juture top executive manpower 


and they are out to get it. Our 
industry has no choice but to meet 
this competition! 


Question of Financial Incentives 


We also must face another 
question:—How are we on finan- 
cial incentives? If we are to have 
adequate top executive manpower, 
we must provide financial incen- 
tives that will attract and hold 
the highest potential of business 
leadership. We learned from a 
survey three years ago that the 
top executive salaries in our in- 
dustry were much too low to be 
competitive with those paid by 
other businesses and industries. 


Just how do salaries of our 


sound plan for 
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financing and” 
refinancing 


- When you want to expand your business, a basic problem ‘ 
- is HOW to get adequate capital at minimum cost. The road to : 
the capita! market is full of stumbling blocks, 
the greatest of which are the many procedures and 
regulatiors involved: im iesuing securities. 
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Epasco’s finerncial consultants are 
specialists in this ficlc . 
few years they have assistea clienis 
‘yn obtaining capital in amounts 
totaling more than $1 400,000,006. 
Your particular problem is studie¢ 
*  and’financing plans developed. Ad- 
= viee is rendered on appropriate . 
methods. of finaneing, how to file 
and prepare-vour registration state- 
“-ment, how to prepare the diverse 
wmaterialrequired by the SEC, how 
- to find the proper underwriters of 


Inthe past 


by the details of financing and are 
able to handle their regular duties 
with a minimum of interruption. 
Epasco'’s financing specialists will 
be happy to ouiline their services 
at your request. There is no obliga- 
tion for preliminary discussions. 
eel free to call on us. 


EBASCO 


SERVICES 
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industry’s top executives today 
compare with three years ago? 

I am sorry to report there has 
been little change. 

Tne median saiaries of the five 
top executives in 42 companies in 
three groups—one group with an- 
nual revenue over $100 million, 
one between $50 and $100 million, 
and one between $25 and $50 mil- 
lion —are almost precisely the 
same as they were in 1947. 

This is true of all sizes of com- 
panies studied and for all five top 
executive salaries. 

Therefore, our industry has not 
improved either its financial in- 
centives in the competition with 
other industries for top executive 
n.anpower, or its ability to attraci 
top calibre youngsters of ultimate 
executive potential. 

On the contrary, the industry’s 
position is relatively weaker thai. 
it was three years ago, because 
progressive, successful companies 
in other lines of business and in- 
dustry have been increasing their 
salary and bonus incentives. 

In fact, a number of electric 
companies which have substan- 
tially increased their revenues in 
the past three years—and thus 
have moved into a higher revenue 
group—have not correspondingly 
increased their executive salary 
levels. That is, salaries have no. 
grown with the size of the com- 
pany. 

What is the explanation of this 

Continued on page 24 
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The Electric Power 
Industry Looks Ahead 


apparently static condition in our 
dynamic industry; an _ industry 
that should, even must, command 
the executive services of the best 
order of manpower and leader- 
ship? 

Can it be that we are handi- 
capped by too long experience— 
too little turnover—in too many 
top executive positions? That we 
are becoming complacent? Are we 
too concerned about possible pub- 
lic misunderstanding?’ Ur is it be- 
cause we do not have the vision 
to provide the financial incentives 
necessary to enlist the capability 
for future executive leadership 
that the growth of our industry 
will increasingly require in the 
very interest of our customers, 
stockholders, employees and the 
public? 

None of us likes to admit these 
things can be true! But all of us 
surely would welcome construc- 
tive action throughout our indus- 
try to assure it of the highest or- 
der of executive manpower. 


In setting forth some of the 
problems confronting us, I am 
mindful of the many problems 
that our past and present leaders 
have encountered and overcome, 
and pay full tribute to their ge- 
nius and achievements. 

Despite two world wars, the 
world’s greatest depression, and 
the fanatical campaign by social- 
isi-minded people in and out of 
government to destroy the elec- 
tric light and power companies of 
the nation, our business is one of 
free America’s greatest assets and 
best examples of freedom of en- 
terprise at work in the public in- 
terest. 


In consequence, except for some 
areas in which the Federal gov- 
ernment dominates the situation, 
there is plenty of power, and at 
low cost. 


It is sheer propaganda when the 
proponents of Federalized, social- 
ized power try to justify govern- 
ment invasion of the electric bus- 
iness by representing that there 
is a power shortage. Strange as 
it may seem, some people may be 
—in fact, are being—misled by 
such propaganda. Therefore, it is 
Our business to tell them the facts. 

‘The Seventh Semi-Annual 
Power Survey, recently completed 
by the Institute’s Electric Power 
Survey Committee, shows that the 
average reserve generating capac- 
itv for the country as a whole 
will reach 15.6% tais year. This 
reserve will be provided a year 
earlier than had been estimated 
as possible when the indvstry’s 
postwar construction program was 
initiated. 

Furthermore. the exnan- 
sion program of the industry still 
in high gear, the power survey 
indicates that in 1953 generating 
capacity will reach 83 million 
kilowatts—an increase of about 
two-thirds in eight years. 


There is no national power 
shortage and, so long as the elec- 
tric light and power companies 
can operate under freedom of en- 
terprise, there will be no national 
power shortage. 


with 


Fight Against Socialization 


Fighting the good fight to save 
our business from socialization— 
and, with it, the steel, coal, com- 
munication, transportation, and 
other major industries; and agri- 
culture and medicine, too—is of 
itself rewarding. 

As I have gone about my chores 
during the past year, I have talked 
with scores of leaders in our busi- 
ness, and with hundreds of leaders 
in other businesses and industries, 


and in education, labor, govern- 
ment and other fields. 

From these conversations, I am 
convinced that there is developing 
in our nation an increasing aware- 
ness of the menace that creeping, 
encroaching socialism has devel- 
oped into. 

People everywhere are begin- 
ning to see the road ahead if the 
economic planners, the socialist- 
minded, and the Fabians of Amer- 
ica gain their goals. 

We can feel encouraged by the 
fact that many of our fellow- 
citizens are fighting socialistic 
legislation, onerous taxation, gov- 
ernment extravagance and waste 
of the taxpayers’ money, and are 
calling for a Square Deal for pri- 
vate enterprise. 


But we cannot afford to become 
complacent! The cold war against 
freedom of enterprise here in 
America is being waged without 
letup. It is our prime obligation 
to hold the line against further 
socialization of the electric light 
and power business—and with it, 
all business! 


As is well known, the govern- 
ment first got into the power bus- 
iness on a large scale by building 
hydroelectric plants in conjunction 
with the development of water 
resources. 


The Edison Electric Institute 
recently received an inquiry from 
the President’s Water Resources 
Policy Commission, in answer to 
which the Institute proposed a set 
of principles for water resources 
development in the legitimate in- 
terests of the public utility indus- 
try and the best interests of the 
public as a whole. 


The Institute has sent to the 
Commission this statement of 
principles, duly approved by the 
Institute’s Board of Directors, and 
also has sent copies to all mem- 
ber companies. There has been 
given to each of you present a 
printed copy. The statement be- 
gins: 

“The Edison Electric Institute 
and its member companies stand 
for the sound economic conserva- 
tion, development and utilization 
of the water resources of the Na- 
tion in the public interest. 


“They recognize that stream 
control aimed at flood prevention, 
water supply, reclamation and 
navigation may involve functions 
of the Federal Government and 
that often in connection therewith 
electric power development is 
economically feasible and should 
be made. 


“The American free enterprise 
system has consistently and con- 
tinuously demonstrated its ability 
to develop hydro and steam power 
to furnish an enviable per capita 
use of power. 


“On the basis of its continuing 
record of achievement in supply- 
ing adequate power in peace and 
through two world wars, that en- 
terprise system should be adhered 
to and fostered in connection with 
the development of water re- 
sources. 


“It should be the policy of the 
Federal Government to cooperate 
with private capital and to en- 
courage the participation to the 
greatest possible extent in the 
power features of water resources 
projects.” 

The statement by the Institute 
says further: 

_“The contention that river ba- 
sin development must be solely by 
the Federal Government, as con- 
trasted with cooperative develop- 
ment by Federal and non-Federal 
capital, should be re-examined. 

“The adequacy and readiness of 
private capital to undertake sound 


large-scale developments is shown 
by the expansion programs of the 
electric power industry and many 
industrial concerns—programs 
which have kept pace with the 
growth of the national economy. 

“There has been ample demon- 
stration that the consruction and 
operation of non-Federal projects 
in a given stream or river basin 
can be coordinated adequately 
with Federal development in other 
parts thereof. 


“To the extent that non-Federal 
capital is employed in the devel- 
opment of natural resources, the 
burden on the taxpayers is re- 
duced; in fact, the employment of 
private capital enlarges Federal, 
State and local tax revenues. A 
policy of genuine cooperation be- 
tween Federal agencies and non- 
Federal parties will speed the ac- 
complishment of such develop- 
ments.” 


The Institute’s statement also 
proposes that all projects for the 
development of water resources 
should be economically justifi- 
able; that there should be no sub- 
sidies for power developments and 
they should be truly self liqui- 
dating; that Federal power should 
be sold without discrimination, 
and at market value; and that 
Federal power projects should 
pay taxes or tax equivalents. 

The principles so stated are a 
vital contribution to America’s 
economic and political philosophy. 
The implementation of these prin- 
ciples by Congressional action will 
benefit the people of this nation 
for generations to come. 

On behalf of the Board of Di- 
rectors of the Edison Electric In- 
stitute, I therefore propose that 
this Convention ratify the state- 
ment of principles as submitted 
by the Edison Electric Institute to 
the President’s Water Resources 
Commission. 

By adopting these principles as 
basic policy, the Federal Govern- 
ment will clear the way for max- 
imum cooperation between gov- 
ernment and freedom of enter- 
prise, strengthen our national 
economy, and advance the prog- 
ress, prosperity and security of 
the American people. 

To obtain such action by the 
United States Congress -calls for 
action by ourselves — personal, 
civic action at the grass roots, in 
every city and village, in every 
state and county, from coast to 
coast. 

We must obtain action by oth- 
ers, million of others—our em- 
ployees, customers, investors—our 
friends and neighbors—the citi- 
zens and voters of our country, 
in support of these principles. 

In this little booklet, “Princi- 
ples for Sound Water Resorces 
Development,” you now have the 
word. 

As President of the Edison Elec- 
tric Institute, I urge you here as- 
sembled, representing the great 
majority of the electric light and 
power companies of America, to 
spread the word throughout our 
country—to do your utmost to 
have these principles written in 
the law of the land. 


It is not enough that here in 
America we have plenty of elec- 
tricity, and automobiles, and all 
the other material things of life. 


To have and to hold these 
things and all else that is precious 
in life, we must cling to freedom 


and to the sound American politi- 
cal philosophy which alone can 
insure our freedom. 

An important step in preserv- 
ing that freedom is that the elec- 
tric utility industry remain free. 
Acceptance of the principles we 
have just adopted by the people 
and the Congress will go a long 
way toward insuring that freedom. 

In closing, I give you the final 
message which Thomas Alva Edi- 
son addressed to the electric light 
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and power companies meeting 
here in Atlantic City in June, 1931, 
when he said: 

“My message to you is: Be cou- 
rageous. I have lived a long time, 
I have seen history repeat itself 
again and again, I have seen many 
depressions in business. Always 
America has come out stronger 


and more prosperous. Be as brave 


as your fathers before you. Have 
faith. Go Forward.” 


Frank M. Cryan Co. 


Frank M. Cryan Co., Inc., 52 
Broadway, New York City, is con- 


tinuing the investment business 
formerly conducted by Brady 
& Co. 
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George E, Clark, Adams Express Co. Clarence E. Goldsmith, White, Weld & Co.; Wm. H. Long, Jr., Doremus & Co. 
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Annual Field Day June 2nd, 1950 








Jockeys on way to the paddock for the start of the Bond Club Derby 
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Joseph W. Dixon, American Securities Corporation, winning first race of the Robert J. Lewis, Estabrook & Co.; Austin Brown, Dean Witter & Co.; Clarence E. 
Bond Club Derby Goldsmith, White, Weld & Co.; Harry C. Clifford, Kidder, Peabody & Co. 
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David W. Lovell, Laurence M. Marks & Co.; Richard H. Marshall, Laurence M. Marks Henry Kardos, Kidder, Peabody & Co.; Donald H. Whitney, Commercial Union 
& Co.; H. Stanley Krusen, Shearson, Hammill & Co.; David B. McElroy, Assurance Co.; Sam S. Spalding, Kidder, Peabody & Co.; Robert Lamont, 


J. P. Morgan & Co. Incorporated Kidder, Peabody & Co. 
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At Sleepy Hollow Country Club 
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Gilbert H. Wehmann, White, Weld & Co.; Robert J. Larner, guest; Elliot Bliss, Arthur F. Searing, Drexel & Co.; Brittin C. Eustis, Spencer Trask & Co.; 
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and Best 
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Building Up Greater Investor 
Interest in Utilities 


dividual investor is at once a 
challenge and an _ opportunity. 
Perhaps it might be helpful to re- 
view some of the methods which 
have been used in the broadening 
of local ownership. 


Writing in a recent issue of 
“Public Utilities Fortnightly” Mr. 
John P. Callahan gave an account 
of what the Montana Power Com- 
pany has done to bring about local 
ownership of its equity shares. 
Until recently the common stock 
of Montana Power Company was 
almost entirely held by Ameri- 
can Power & Light Company, 
who distributed their holdings to 
their stockholders this past Febru- 
ary in compliance with a Securi- 
ties and Exchange Commission 
order. The Montana Power Com- 
pany management is to be com- 
plimented on being alert to the 
possibilties of attracting their cus- 
tomers’ interest in becoming 
stockholders of their company. 
The company enlisted the services 
of an investment banking house 
to promote the activity. Ground- 
work was laid with the banks 
throughout the area. Informative 
brochures, letters, personal calls 
and newspaper advertising sup- 
plemented by the use of local 
radio stations were used to inform 
potential local investors. Em- 
ployees, too, were given the op- 
portunity to become owners. That 
the results have been gratifying 
to the company is indicated by 
statements in the company’s re- 
cent Annual Report to the effect 
that with a total of over 32,000 
holders of its preferred and com- 
mon stocks “more stockholders 
live in Montana than in any other 
State, which indicates the regard 
that Montana people have for the 
company.” 

A case history is one way to 
bring forward ideas. I know my 
own Company best and we have 
had a program of encouraging 
“home” ownership. Perhaps our 
case history might be of interest. 

Company policy has’ been 
directed towards this end for the 
past four years and it is produc- 
ing the desired results. We believe 
these local investors observing our 
day to day operation will be 
better informed about us, more 
sympathetic to our problems and 
helpful in their solution. They 
constitute a responsive and impor- 
tant source for our new money 
requirements. Such home owner- 
ship is not fraught with the same 
degree of financial uncertainties 
of the earlier years of our in- 
dustry’s history. Our industry has 
grown and we are on a much 
sounder financial basis. Satisfied 
local investors influence others 
in becoming owners. 

Early in 1947 subsequent to the 
final disposition of our common 
stock by system holding com- 
panies, we had 58,040 common 
and preferred stockholders who 
held a total of 2,940,752 shares. 
Over the period from 1947 to the 
end of 1949 we raised approxi- 
mately $69 million including some 
$29 million from the sale of equity 
securities, the latter amount about 
evenly divided between preferred 
and common stocks. 


At the end of 1949 the number 
of stockholders had increased to 
69.770 and the stock outstanding 
amounted to 3,908,944 shares. 
While the increase in the number 
of stockholders, over 20% in a 
little over a year and a half, 
shows a desirable growth, some 
even more remarkable changes 
have taken place—changes which 
reflect to a marked degree the 
development of our home owner- 
ship policy. 

To appreciate fully the unusual 


shift which has occurred in the 
ownership of our equity securities, 
it is necessary to outline briefly 
the offerings of common and pre- 
ferred stocks during this period. 


Common stockholders of our 
Company have preemptive rights 
with respect to any additional 
shares of common stock offered 
for money. Two such common 
stock offerings were made within 
the period from 1947 to 1949. 


In 1948 the offering was on a 
one for eight share basis. Stock- 
holders subscribed to 914%2% of the 
1948 issue with the underwriters 
taking the remaining 84%. 

In 1949 the offering was made 
on a one for seven share basis. 
Stockholders subscribed to 92144% 
of the stock so offered. In con- 
nection with this offer, however, 
employees were given the oppor- 
tunity to subscribe under certain 
condtions to shares not taken up 
by the common _ stockholders 
through the subscription rights 
they had been issued. Of roughly 
7,000 employees, over 2,000 em- 
ployees subscribed—nearly 30%. 
Their subscriptions were almost 
double the shares available and 
it was necessary to scale down 
their request to 55%. Common 
stockholders were given the con- 


ditional privilege of subscribing 
for additional shares if any re- 
mained and asked for some 206,- 
200 shares more than was avail- 
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able. This 1949 issue was oOver- 
subscribed by about 56%. 

Preferred stock was sold to a 
group of investment bankers in 
both 1948 and 1949 shortly after 
the common stock issues. We were 
well aware that a large demand 
for these securities existed in our 
service area and nearby. Accord- 
ingly we arranged for an under- 
writing group to be largely drawn 
from investment houses in our 
service area and for first prefer- 
ence to be given subscriptions 
from people in our service area, 
with second preference to other 
residents of Pennsylvania. Both 
issues were aversubscribed and 
resulted in well over 90% of both 
issues going to Pennsylvanians. 

We consider preferred stock- 
holders in the same category as 
our common stockholders. They 
are all equity owners even though 
their investing motivations may 
be slightly different. As direct 
owners of our business, we feel 
that preferred stockholders are 
as valuable and important allies 
as common stockholders. In the 
sale of our preferred stock we 
therefore have adopted the policy 
satisfying the requests of the in- 
dividual conservative investor in 
our service area before offering 
stock to investors outside the 
area. We are of the opinion that 
there is more to be gained through 
wide distribution to investors in 
our service area than any ad- 
vantage there might be in slightly 
lessened costs through competi- 
tively placing our preferred stock 
in large blocks with a few insti- 
tutional investors. 

The changes in common stock 
ownership which occurred in the 
20 months’ period up to December, 
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Primary Markets in the following 
Utility Stocks. 


Associated Telephone Pfds. 
Atlanta Gas Light 
California Elec. Convert. Pfds.+ 
California Elec. Commony 
California Oregon Pr. 
California Water Servicet 
California Water & Teleph. Pfds.*+ 
California Water & Teleph. Comm.7 
Central Arizona Lt. & Pr. 
Central Illinois Elee. & Gas 
Central Ilinois Pub. Serv.+ 
Central Maine Powert 
Indiana Gas & Water 
Interstate Power?y 

*lowa Electric Lt. & Pr.7 

*lowa Public Service 

*lowa Southern Utilities? 

*Kansas City Pr. & Lj 

*Kentucky Utilitiesy 


Minneapolis Gas 
Mississippi River Fuel* 

* New England Gas & Elec.+ 
Northern Indiana P.S. Conv. Pfd.+ 

* Northern Indiana P.S. Common? 
Oklahoma Gas & Electric 

* Portland General Electric? 

Pub. Serv. of New Hampshire 
Puget Sound Pr. & Lt. 

San Diego Gas & Electric? 
Southern Company* 
Southwestern Public Service? 
Tennessee Gas Transmission+ 

* Texas Utilities? 

* Toledo Edison* 
Transcontinental Gas Pipe Line 
Transcontinental G.P.L. Nts 6s 7°51 
Tucson Gas, Elec. Lt. & Pr. 


* Wisconsin Power & Light* 


*Recent studies available 


7Oticring Prespectus on request 


Our Utility Stock Analyzer available on request. 


GEYER & C0. 


INCORPORATED 


BOSTON 9 
10 Post O fh eé Square 
HUBBARD 2-0650 
BS-297 
CLEVELAND 15 
Schofield Building 
SUPERIOR 7644 


210 W 


NEW YORK 5 
63 Wall Street 
WHITEHALL 3-0782 
NY 1-2875 


LOS ANGELES 14 

Seventh Street 

MICHIGAN 2837 
LA-1 


CHICAGO 4 
231 S. La Salle Street 
FRANKLIN 2-7535 
CG-105 
SAN FRANCISCO 4 
Russ Building 
YUKON 6-2332 


CV -394 086 Si 
PRIVATE WIRE SYSTEM CONNECTING: 
NEW YORK © BOSTON @ CHICAGO © CLEVELAND @ PHILADELPHIA 
ST. LOUIS @® LOS ANGELES @ SAN FRANCISCO 


TELEPHONES TO: 


Hartford, Enterprise #11 
Providence, Enterprise 7008 


Portland, Enterprise 7008 
Detroit, Enterprise (66 
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PROGRESS... | 


IN ONE OF THE NATION’S 
FASTEST-GROWING STATES 





Gross revenues: 12 months ending April, $99,880,687 
—a 10-year increase of 137%. 





Electric revenues represent 76% of total; Gas 4 
revenues 22%. 


Homes and farms served represent 40% of elec- 
tric revenues. 


Electric Sales—same period—over four billion kwh 
—a 10-year increase of 162%. 





Electric customers as of April 30—627,000, including 
550,000 homes and farms. 


Gas customers as of April 30—296,000. 


Natural Gas Sales—same period—over 23 billion cu. 
ft.—a 10-year increase (on equivalent heat basis) 
of 222%. Sales for month of April 1950, on same 
basis, exceed sales for entire year 1932. 





30,000 additional natural gas space heating custom- 
ers, residential and commercial, expected to be 
connected this year, bringing the total to 81,000 
or 27% of total gas customers, indicating both 
progress toward high saturation and large 
future market potential. 


104,000 electrified farms served—the largest number 
served by any utility in the U. S. 


99‘,, of farms to which service is available are | 
now served. oh 


Electric generating capacity—1,000,000 kw—60% oi 
which has been installed since 1938. 


Maximum demand to date—873,000 kw. Reserve 
capacity 13%. 


Earnings per common share—12 months ending 
April (4,658,190 average shares outstanding) 
$2.92. 





CONSUMERS POWER CO. 


General Offices — Jackson, Michigan 


SERVING 
2,500,000 PEOPLE 
IN A 25,000 SQUARE-MILE MICHIGAN AREA 
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Building Up Greater Investor 
Interest in Utilities — 


1949 shows some very interesting 
trends. Our preferred stockuo.uers 
and their holdings have for many 
years been within Pennsylv-nia— 
better than 80%. Our common 
stockholders living in the Stat- 
almost doubled during this short 
interval and the number of shares 
held more than doubled, Tais re- 
flects a true gain of home owners 
since there was a decrease both in 
the number of stockholders and 
shares held outside the Staie. 


But even more surprising has 
been the growth in common stock 
ownership within the Company’s 
service area. In this same 20 
months’ period the number of 
common stockholders in the serv- 
ice area tripled and the number 
of shares held increased 285%! 
This increase is a creditable ac- 
complishment in view of the fact 
that our. common _ stockholders 
have preemptive rights and that 
more than 90% subscription of 
common stock offerings were 
made by stockholders during this 
period. The operation of the pre- 
emptive right tends to keep the 
status quo of existing geographic 
ownership relations. To us in- 
crease in local ownership demon- 
strates the development of un- 


usual customer-employee interest. 

Such an unusual change in so 
short an interval—a little over a 
year and a half — was brought 
about by a planned long range 


program of informing our present 
stockholders and prospective in- 
vestors in the area. A description 
of these plans may be of interest. 

Early in 1948 we made a pres- 
entation of our postwar operating, 
construction and financing prob- 
lems at a meeting before the 
members and staff representatives 
of the Pennsylvania Public Util- 
ity Commission. This presentation, 
well illustrated with charts, was 
designed to acquaint them with 
the major tasks which confronted 
us and to show (a) the growing 
demands for service over the 
coming years which we would 
have to meet if Pennsylvania 
residents were to have available 
an adequate future supply _of 
power; (b) the large construction 
expenditures required to meet 
such demands; (c) the large 
amount of new money that would 
be required with particular em- 
phasis on the need for equity 
capital in order to maintain a 
properly balanced capital struc- 
ture; (d) the effect of inflationary 
forces in increasing costs of doing 
business, such increasing costs 
running neck and neck with in- 
creasing revenues; and (e) the 


absolute necessity for adequate 
earnings, permitting a fair capital 
wage in order to attract the re- 
quired new capital. 

Discussions also took place in- 
formally between Company offi- 
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cials and members of the Commis- 
sion and staff on the Company’s 
contemplated financing program. 
Details of the program were fuily 
expained and statistical and other 
information furnished so that the 
Commission and staff would be 
well informed about the financial 
program long before it actually 
began. 


In April of both 1948 and 1949 
there was presented at the annual 
stockholders’ meeting held at the 
Company’s office in Allentown a 
comprehensive resume, illustrated 
by numerous colored slides, of 
past growth, plans for the fu.ur2 
development and facts about the 
ownership of the Company. Spe- 
cial invitations to the annual 
meeting were sent local stock- 
holders, their friends and others 
over the President’s signature. 


At times when proposed financ- 
ing has been a subject for con- 
sideration at such meetings, Com- 
pany employees, familiar with the 
matter, have called in person or 
by telephone on all our stock- 
holders in the service area. This 
has afforded an opportunity to 
enlighten stockholders not only 
about the financial plans of the 
Company but also to inform them 
of other phases of the Company’s 
business about which they ex- 
pressed interest. Almost without 
exception stockholders have ex- 
pressed their appreciation of the 
personal interest taken in inform- 
ing them about an important mat- 
ter of this nature. Our employees, 
too, have welcomed the oppor- 
tunity to be of assistance to these 
stockholders, many of whom they 
know personally. 


We have followed the formal an- 
nual stockholders’ meetings with 
regional stockholders’ meetings 
held at strategic points through- 
out the service area. The resume 
of the year’s events and the de- 
velopments in the Company’s 
business and financial affairs 
have been presented by the Presi- 
dent. Particular emphasis is put 
on those activities of most inter- 
est in the locale in which the 
meeting is held. Along with the 
President, other officers are pres- 
ent to answer questions which 
may arise and to meet with stock- 
holders, employees and others in 
attendance. Invitations are sent 
local stockholders, security 
dealers, bankers and business and 
civic leaders of nearby communi- 
ties. These regional stockholders’ 
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meetings were designed to stimu- 
jate iocai interest in the Company 
and its activities, to bring about 
widesprez.d interest in and knowl- 
edge of its securities, to inform 
the public — stockholders, cus- 
tomers and employees—about the 
Company and to create an under- 
standing of the factors which had 
made it necessary to adjust rates. 
We had 33,00) preferred and com- 
mon stock.olders in Pennsylvania 
in 1947 when this program started. 
The effect of this retelling what 
was told them cannot be measured. 

Coincident with and continuing 
for some time after these regional 
stockholders’ meetings, a _ series 
of illustrated talks were given by 
Company officials before the vari- 
ous serv.ce clubs throughout the 
erea. Related to Company busi- 
ness prospects, these talks also 
touched on ownership of the Com- 
pany and the effects of double 
taxation of dividends. Valuable 
oppor.unities were afforded be- 
fore and after these meetings to 
meet local business leaders and 
to discuss our affairs and prob- 
lems first hand. 

Through all these activities we 
received a running stream of news 
and editorial space in the local 
papers for an extended period 
prior to our.equity security offer- 
ings. More than one hundred news 
articles, newspaper photographs 
and editorials resulted from these 
area meetings which ¢reated con- 
siderable favorable attention. 


Use of Stockholder Pamphlets 


We, as have many companies, 
made use of stockholder pamph- 
lets which accompany our regular 
cuarterly dividend checks. By this 
means stockholders are kept ad- 
vised as to current earnings. 
Briefly stated comments are fur- 
nished on matters of interest to 
stockholders 4nd directly pertain- 
ing or related to the Company’s 
business. 

A most important adjunct which 
should be used to its fullest ad- 
vantage is the annual report to 
stockholders. It is certainly the 
most important source of informa- 
tion for the stockholder and per- 
haps the best means we have 
for cultivating shareholder con- 
fidence and support. We have 
directed our efforts in making our 
revort attractive, interesting and 
readable, realizing that by far the 
largest numbér. of our owners 
have but limited background in 
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the technical, financial and ac- 
counting aspects of our business. 
I do not intend to imply that the 
report should neglect the institu- 
tional investor or analyst — the 
report should be complete. If we 
wish to attract the small! invetsor, 
we must give him a report he 
can understand. But the real value 
of this vital tool lies in getting. it 
into the right hands. Every em- 
ployee receives a copy with an 
accompanying letter from the 
President coincident with trans- 
mittal of the report to stock- 
holders, Our report is given wide 
circulation both within and with- 
out our service area. Among 
others, we see that it reaches 
bankers, security dealers, govern- 
ment and school officials. news- 
paper officials and editors, a 
selected group of customers and 
prospective customers: many of 
these people within the service 
area receive their copies from em- 
ployees by personal delivery. 

The annual report really docu- 
ments the Company’s place in the 
economy of the area. As such the 
annual report affords a splendid 
opportunity to give a clear and 
convincing story of our contribu- 
tion to the success of our free 
enterprise system. It is an “open 
door” through which we invite 
the stockholder, employee and the 
public to enter and see for him- 
self the results of our operations, 
our plans for the future and the 
principles by which we conduct 
our business. 


A company’s institutional ad- 
vertising in service area meiia 
should not be overlooked as a 
means to advance local investor 


interest in the company. 

Some months ago our Company 
devised a newspaper advertising 
program that we called the “home- 
town” program. Its primary pur- 
pose was to emphasize and estab- 
lish the Company as preeminently 
a local, home-town business. It 
had a number of noteworthy sec- 
ondary objectives — acquainting 
the public with individual em- 
ployees, demonstrating the ad- 
vantages of employment with the 
Company, indicating to the em- 
ployees the importance of their 
various jobs, gaining customer ap- 
preciation of the task of providing 


good service, and indirectly in- 
teresting local investors in our 
business. 


While perhaps not unusual in 
theme, the program was unique 
in that each ad of the series, 
which appeared in 100 service 
area newspapers, had a different 
picture of an employee living in 
the circulation area of the paper 
used. In this way more than 1,000 
employees were pictured in the 
ads. This treatment localized and 
humanized the Company to a de- 
gree hardly possible through any 
other approach. 

Recently we have again adopted 
this “home-town” technique as a 
stimulant to further expansion of 
ownership of the Company within 
our service area, stressing the 
facts about our present owners, as 
disclosed by a recent stockholder 
survey. The initial series of ads 
points out the benefits which the 
public is deriving from the Com- 
pany’s construction program. Par- 
ticularly emphasized is the im- 
portance of the individual stock- 
holder. Most of them are Pennsyl- 
vanians of modest incomes who 
own only a few shares each. Suc- 
ceeding ads point out how the 
number of our local stockholders 
has grown, that many of them 
are people the reader knows and 
that over one-third of our em- 
ployees are stockholders. Human- 
izing the owner relationship is 
done by featuring a cross-section 
of our local stockholders. We are 
doing this in these ads by making 
use of over 700 individual pic- 
tures of stockholders and em- 
ployee stockholders, and accom- 
panying each person's picture, 
many of which indicate their 
occupation, with voluntary state- 
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ments expressing the individual’s 
opinion of the Company and their 
reason for investment in our se- 
curities. The picture used in each 
newspaper is of a stockholder who 
resides in the circulation area of 
the paper. 

The text again mentions how 
important these people are in 
making possible electric service 
through their invested savings. 

Each ad of the series carries a 
repetitive message of the reasons 
stockhoiders gave in our Stock- 
holders’ Survey to the question 
*Why did you buy P P & L Stock? 

We feel certain these ads wiil 
provoke neighborhcod discussions 
and that in reading about what 
these stockholders think of us, 
many others will be influenced 
in- joining them as stockholders of 
our Company. 

The results of this program, 
judging from our earlier experi- 
ence with this large scale indi- 
vidual treatment, will create a 
widespread investor interest 
among residents of our communi- 
ties. 

Record of Achievement 


The historical record of our in- 
dustry through peace and war is 
one of achievement. Ours has been 
a noteworthy contribution § in 
making America strong. We may 
feel some pride and perhaps justi- 
tiably so in the manner in which 
we have thus far discharged our 
responsibilities to the economy of 
the nation. 


The readiness with which the 
700 people — about 1% of our 
stockholders — agreed to use of 
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their pictures and statements in 
this connection, is an indication 
of stockholders’ willingness to 
take constructive action in behalf 
of the company in which they 
have made investment. Other 
companies have had similar ex- 
perience. Recently Westinghouse 
Electric Corporation asked their 
78,000 stockholders, by letter, for 
permission to use their name in an 
advertisement on the subject of 
ownership relation and the need 
of a reasonable profit for investors 
to attract capital for growth. Mr. 
Gwilym Price advises me that 
they have been surprised and 
gratified by the exceptional re- 
sponse. Over 23,000 stockholders 
were willing to have their name 
used and only 200 commented that 
they did not wish to be cited. 

But today we face new and 
grave responsibilities. In common 
with others, we are faced with 
the defense of our free institutions 
from the blinding sophistry and 
high sounding phrases of the 
zealous economic planners who 
would socialize our industry and 
our country. 


It seems to me that, as an in- 
dustry closely associated with the 
people in the area we serve, we, 
perhaps more than most other 
industries, have an unusual op- 
portunity to build up a large local 
investor interest among our cus- 
tomers, employees and local in- 
stitutions. 

A large number of such owners 
in American business is a positive 
demonstration of the successful 
fulfillment of our economic sys- 
tem — the opportunity afforded 
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_ By JOHN DUTTON 











You get by giving. In the field of human relations this is 
always so. Try and force the issue and you lose. The opinionated 
individual, no matter how right he may be, can only lose the argu- 
ment. His finality pushes his objective always farther away. In 
his eagerness to persuade he loses the prize. In the selling field 
the man who asserts, usually has a much harder time gaining the 
acceptance of his suggestions than the salesman who suggests. 

Here is a sample of the right way to handle a situation. If you 
had made a special appointment to meet a prospect at 6:30 p.m. 
a week from today, and you traveled one hundred miles to do it, 
and then when you got there you found out that your man wasn’t 
in—what would you do? First you might feel a bit letdown; maybe 
a little sore about’ the whole thing, but your common sense and 
your sales training would say to you: better not get emotional 
about this. So you would do like this salesman we have in mind. 
He went to his hotel, ordered his dinner, and about 7:15 he made a 
telephone call to the prospect. This time he found his man was at 
home. The first words his prospect said were: “Where were you, 
I have been waiting for you since 6:15?” “But, that is strange,” 
replied the salesman, “I was at your door exactly at 6:15 and I 
waited outside until almost 6:45 and I rang your bell several 
times, but no one answered.” As*soon as he said this, the prospect’s 
voice changed. He seemed offended. He assumed the aggressive 
attitude sometimes taken by a man who knew he was wrong but 
would try to shout down his opponent by the sheer force of his 
voice. 

Immediately this experienced salesman changed his tactics. 
He answered, “You may be right. I surely thought I was at your 
door, but possibly I made a mistake. You know I am not very well 
acquainted in your city. I feel terribly sorry if I inconvenienced 
you, but possibly I can see you at another time, unless we could 
still complete our appointment this evening?” No mention of the 
fact that the other man was wrong—no further argument. Instead 
he threw a complete victory over to his prospect—and it worked! 
As soon as he gave in, he won! The prospect told him he wouldn’t 
think of causing him to take this long trip and still not be able to 
complete their interview. He made an appointment for 9:30 that 
same evening and when the salesman arrived he met him at the 
door as if he were a long-lost friend. Two hours later he left this 
prospect’s home with as nice an order as you could ever wish for, 
and he had made a friend as well. 

Instead of making positive statements, try saying, “Don’t you 
think ——.,” “Isn’t it your opinion?” “Don’t you believe?” If you 
think there is a possibility of a market decline in the years ahead, 
or a depression, or inflation, or that you like utilities, or that a 
man should have sufficient reserves in his investment program, or 
that he should buy some good stocks to protect his purchasing 
power in case of more inflation, put it in the form of a question. 
He’ll very likely agree with you and he'll appreciate the fact that 
you place a value on his opinion. The man who asserts, flatters 
himself and deflates his listener. The man who asks questions 
compliments his listener, and elicits a cooperative atmosphere 
which is conducive to both confidence and agreement. 

You win by giving in en minor points. You win your big 
point by gaining agreement on the smaller ones. Every normal 
human being is literally starved for a chance to talk to you about 
his opinions, his hopes, and his problems. Only by giving him 
this opportunity can you learn about his needs and his desires. 
Once he helps you find out what he really wants, you’ve made a 
customer and a friend. 


each individual to acquire prop- 
erty and security, to do so in ac- 
cordance with his own abilities 
and his own efforts and to profit 
thereby. 

At the present time there are 
an estimated 342 million owners 
of the equity securities of the 
electric industry — about 1 for 
every 10 customers. Some of our 
companies have as many as l 
stockholder for every 5 customers. 
We might well take that figure 
as a goal. If we had that ratio 
today we would have 7 million 
stockholders — a formidable bul- 
wark against government en- 
croachment in the field of private 
business. 

Now that is not an impossible 
task. The number of stockholders 
has increased greatly by the dis- 
tribution of $1.7 billion of common 
and preferred stock in the past 
four years. It will continue to 
grow as we have $1.6 billion of 
new common and preferred to sell 
in the next four years. Investors 
are interested in the stability of 
our industry and attracted by our 
growth prospects. There is _ in- 
creasing evidence of interest by 
the small investor in the relative- 
ly conservative character of utility 
equities. 

In working toward such a goal, 
our purpose should not stop with 
merely getting a large number of 
stockholders within our service 
areas or within our home states. 
Our efforts should be directed 
towards building an _ informed 


group of owners. Stockholders 
must be given information clearly 
understandable on matters affect- 
ing not only their particular com- 
pany’s problems but those affect- 
ing the industry and the even 
broader field of national issues in 
the field of economics. We must 
develop new ways and means of 
reaching these owners with the 
facts. 

Over the signature of the Com- 
pany President accompanying in- 
terim earnings statements, Dela- 
ware Power & Light has been 
giving stockholders information 
on encroaching socialism. In 
similar fashion, Public Service 
Company of Colorado advised 
stockholders of a suit against it 
by the government involving 
water rights in which the Com- 
pany raised the constitutional is- 
sue of the Federal Government’s 
right to build duplicating facilities 
in competition with taxpayers. 
Last year Southern California 
Edison issued an appropriate 4th 
of July message on the status oi 
liberty in the United States. 
Philadelphia Electric covered the 
subject of “creeping socialism” in 
its stockholder quarterly using the 
familiar story of the camel in the 
tent. There are numerous cases 
of companies using their annual 
report to cover subjects beyond 
the information about the com- 
pany that is usually given. 

We should continue these in- 
formative efforts and greatly ex- 
pand our program for doing so. 
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We should not hesitate to call on 
stockholders for action and ask 
their help on company, industry 
and national matters. We should 
assume and treat our stockholders 
as permanent owners and we 
should expect their interest and 
help consistent with such a 
premise. 


The existence of such a large 
group of stockholders can be a 
powerful force in the support of 
the principles of free enterprise. 
As a group they should prove a 
strong influence toward the elim- 
ination of unfair government 
competition in the field of pri- 
vate business. Our stockholders, 
together with those of all other 
business enterprises, represent 
publie opinion and there could be 
no better group to spread the true 
facts about American economic 
philosophy and halt the trend 
toward socialism. 


Mitchell, Hutchins to 
Admit W. S. Simpkins 


On July 1, Willard S. Simpkins 
will become a partner in Mitchell, 
Hutchins & Co., members of the 
New York Stock Exchange. Mr. 
Simpkins will make his headquar- 
ters in the firm’s New York office, 
1 Wall Street. In the past he was 
with Hornblower & Weeks and 
was a pertner in G. M.-P. Mur- 
phy & Co. 
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Industry 


finds the 








Cnswor 


Today, more than ever, light industry is finding the answer 
to its $64.00 question—Where can we locate our plant under 
present conditions? — and it’s being found in the NaSsau- 
Suffolk area of Long Island. 


The simple fact is that every month an increased number 
of industries of a light or precision nature are establishing 
their plant operations in Nassau and Suffolk Counties. 


They like the friendly, neighborly people who live there. 
In fact during the past year alone over 27,000 new residential 
customers were connected to our lines. The vast majority of 
these folks own their new homes. Many would welcome a 
job near where they live. 


Get the facts now about what Long Island has to offer you 
as a possible site for your future operations. Our Business 
Development Department will be glad to answer your ques- 
tions concerning possible locations, available labor supply, 
transportation, power, etc., entirely without obligation to you. 


Why not write us? Perhaps we have the answer to your 
$64.00 question! 


ADDRESS: BUSINESS DEVELOPMENT DEPT 


LONG ISLAND LIGHTING COMPANY 


MINEOLA, N. Y. 
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Continued from first page 


Electric Utility of Tomorrow 


(3) The electric companies 
fhave successfully met in the pub- 
lic interest two great challenges 
——that of fulfilling the greatly 
augmented power needs of a na- 
tion at war, and then of supplying 
the even greater needs of its post- 
war recovery period. 


Every company has been ab- 
eorbed in raising capital, building 
facilities and coping with these 
urgent daily matters. But now 
the future of our industry is be- 
ing decided. We must lift up our 
«yes from the immediate task be- 
fore us, and look into the future 
fo see where we are going, and 
what that future will be like 
when we get there. If we should 
fail to do this, we may find that 
we have climbed the wrong fence, 
or crossed the wrong ditch, or 
taken the wrong turn, and thus 
have lost, or impaired, our present 
position as an essential and effec- 
tive part of free American indus- 
try. 


The Future Political Economy 


Since the electric utilities are 
particularly affected by national 
and local conditions, the political 
economy of the future is of prime 
importance to them. 

Of first concern to everyone is 
the possibility of future war. The 
world is sick of conflict; people 

verywhere pray for peace. Civ- 
lization cannot stand either the 
strain or the cost of a new world- 
wide struggle. 
As _ hysteria, and 


here else- 


where, dies down and stresses of 
conflict are eased, the problem of 
establishing the permanent peace 
will be easier of solution. .I ear- 
nestly hope that our leaders, aid- 
ed by men of good will in every 
walk of life and in every land, 
will be successful in their quest 
for a just and lasting peace. 


Of grave concern to freedom 
loving people everywhere is 
whether or not these United States 
are going to continue blithely 
down the road of socialism. They 
have a gocd start in that direction. 


Bad as the situation may ap- 
pear to be at the moment, it is 
well to remember that in its past 
this country has faced other, and 
even more grave, crises and pe- 
riods of crucial decision. Each 
time our people have chosen and 
chosen well. Each time our free- 
dom has been preserved and our 
country has been strengthened. 

Now our people again are de- 
ciding the future of our country. 
They are doing it in the demo- 
cratic way—in legislative halls; on 
the public forum: in the public 


press; in the pulpit: in private 
discussions; and, most important 


of all, through decisions of each 
one of us according to his Own 
conscience. 

Today America is the leader of 
the world: is on top of the heap 
in every particular. I cannot be- 
lieve that our people will willing- 
ly surrender that enviable posi- 
tion. I cannot believe that our 
people will “fall” for the delusion 
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of perfect security by law, or the 
blandishments of the Utopians 
who promise but cannot deliver 
or the urgings of those who deny 
they are socialists, yet would have 
us take every step in that direc- 
tion. I cannot believe that our 
people will choose slavery and re- 
nounce their heritage of freedom. 
If the real issues are made clear 
to our fellow citizens by the press 
and by opinion leaders, I feel 
sure that they will choose the 
American way of free enterprise 
and personal liberty—will choose 
to keep America the land of op- 
portunity. 

So I am confident that America 
will remain free. But it will be 
an America differing from the 
one we used to know. We can- 
not, if we would, turn back the 
clock to conditions of another day. 
New ideas, new wants, new aspir- 
ations, and new standards have 
brought inevitable changes. 

World leadership has brought a 
heavy burden of responsibility to 
this country. We cannot lay it 
down if we would. We have yet 
to learn how to carry it — but 
learn we must, though the edu- 
cation will be difficult, blunder- 
ing and expensive. 

Big Labor, Big Government— 
both are with us to stay. They are 
inevitable consequences of the 
course we have been following. 
The American people have the 
job of living with them; of re- 
storing checks and balances to 
our Federal Government; of de- 
limiting its fields of activity; of 
returning many of its powers to 
the states where they belong; of 
reducing taxes to nondestructive 
levels. All these will be major 
undertakings and we must handle 
them wisely and well. 

There will be physical changes, 
too. For one thing the American 
people are on the move. 

The great cities are becoming 
increasingly expensive and diffi- 
cult places in which to live, Just 
to police them and keep them 
clean is next to impossible. The 
budget of one of them totals $611 
per year per family; another 
spends $582; another $315. Con- 
gestion has reduced traffic to a 
slow walk. Public transportation 
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is jammed. Water is getting in 
short supply. 

Today there is a strong, con- 
tinuing movement to decentralize 
the big city. Suburban shopping 
and business centers are spring- 
ing up, and more and more per- 
sons are living and working in 
the outlying districts. 

There is an even stronger move- 
ment away from the big cities to 
less costly locations with better 
living conditions for workers. 
Large investments in property will 
tend to anchor existing industry 
to its present location, but as new 
industry is developed and old es- 
tablishments become obsolete and 
are supplanted, the shift will ac- 
celerate. National defense may 
call for a further dispersal of es- 
sential industry. 

Population is growing at the 
rate of a million persons a year. 
Replacements of many facilities 
are needed. Old and new wants 
are still unfulfilled. Our country 
has the means of production, the 
technical skill, the natural re- 
sources to create and maintain a 
standard of living far beyond any- 
thing we have thus far seen. I 
believe this objective will be real- 
ized in the foreseeable future. We 
will have recessions, of course, 
but the general trend should be 
upward. 


Additional Uses of Electricity 


The America of tomorrow will 
run on electricity. Right now this 
nation is using more than 300 bil- 
lion kilowatthours a year. But 
just to adequately light American 
homes, businesses and factories 
would require at least 100 billion 
kilowatthours a year mofe than 
we now use for the purpose. Air 
conditioning; electric cooking; 
food freezers; clothes dryers; tele- 


vision: electric blankets; water 
heaters: soil heating; the many, 
many other present fields for 


electricity that have hardly begun 
to be exploited, all add up to an 
undeveloped market twice as 
large as present sales to ultimate 
consumers. 

The General Electric’s ten-car 
train now touring the country does 
not purport to show everything. 
Yet it exhibits over 2,000 items of 
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electrical apparatus, the applica- 
tions of which will run into many 
hundreds of thousands. 

The invention of an acceptable 
method of storing heat so that 
house heating could be kept off 
the peak of the utilities very 
quickly would open up a vast 
market for electricity. 

Other new uses in prospect are 
legion. High speed, automatic 
cooking; new lights; private ele- 
vators and moving stairways; in- 
door climatic control; electronics 
and electronic controls; chemicals; 
new applications of electric heat 
to many products; electric fur- 
naces; new alloys; new metals; 
equipment still in the experimen- 
tal field; all these and many more 
uses will swell the demand for 
electricity in the future. 

The electric companies have 
more than doubled their genera- 
tion of electricity every decade, 
save during the great depression 
when it took 14 years. We can 
better that record if we really go 
after the available business. 

The electric utility of tomorrow 
must adjust itself to meet the 
great changes that have taken 
place, and build for those that are 
in prospect. Our economic struc- 
ture will not long tolerate a mis- 
fit. 


The Electric Company of the 
Future 


Now let us consider, for a mo- 
ment, what the electric company 
of the future will be like. 

In the first place, it will be 
much larger than it is today. The 
load is growing in every locality. 
Some companies have more than 
doubled their plant accounts since 
the war, and their expansion pro- 
grams will continue throuzh the 
foreseeable future. 

The Congress decided in 1935 
that service by electric companies 
would be by area utilities. The 
business wiil remain local, and 
will tend mere and more to iden- 
tify itself with local interests. Its 
directors will be local people; it 
will sell stock and borrow money 
iocally to an increasing extent. 

Some _ regional consolidations 
have already taken place. Others 
may take place from time to time 
in order to realize economies. Most 
companies are still extending 
their service lines; the utility of 
tomorrow will serve somewhat 
larger areas than it does ncw. 


Organization 


The larger business and greater 
areas served will require more 
extensive and stronger organiza- 
tions than most companies now 
have. The chief executives of 
today are very able, but are very 
much overworked. Departmen- 
talization, delegation of authority 
and responsibility, selection and 
training of first-class new blood 
—all these things will become in- 
creasingly important as the years 
go by. 


Employee Relations 


Maintaining good employee re- 
lations should not be a major 
problem of the future for electric 
companies. They are far ahead 
of the rest of industry in respect 
to pensions. They have the best 
job security in the country. They 
provide annual vacations, insur- 
ance, sick leave, recreation and 
other employee benefits. Most of 
their employees now have an an- 
nual wage. Pay is high, the work 
is interesting and important, and 
utility men are of fine caliber. 
Employee relations in the future 
should be even better than they 
are now. 


Regulation 


Local regulation is a demon- 
strated success. The present gen- 
erally sound relations with regu- 
latory bodies should continue to 
improve. The various cOmmis- 
sions will, of course, continue to 
fully protect the interests of the 
public. In addition, I believe that 
they can be depended upon for 
intelligent appraisals of the prob- 
lems of the future, thus making it 
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possible for electric companies to 
secure runds necessary for expan- 
sion to meet the power needs of 
the nation. 


System Planning 


As competition for a share of 
the consumer’s dollar becomes 
keener, as it will, and electricity 
enter wider fields, tighter oper- 
ation and greater economies will 
be required. In consequence most 
companies will follow a system 
plan which will include every 
economic and physical phase of its 
property and operations, present 
and future. 

System plans are not new. 
Many companies have had them 
in the past. But the confusion, 
pressures and expedients of war 
and its aftermath and the rapid 
expansion of the companies have 
made many of them obsolete. A 
new start is needed. 

The main purpose of system 
planning will be to develop a well 
rounded property—soundly con- 
ceived; properly coordinated; 
flexible and capable of expansion; 
and which will give the required 
service for the lowest practicable 
cost over a long term of years. 

The definition is simple. The 
details are not. Sound basic data, 
concepts and principles, and first- 
class forecasting will be required. 
Countless economic problems will 
need solution covering the many 
factors of our complex business. 

Each power resource will be 
located with great care so as to be 
in economic balance with the lo- 
cation of the load centers, the 
price of fuel and the extent of 
the transmission facilities. 

Many electric companies now 
participate in regional power 
pools. I expect this practice to be 
greatly expanded in the future. 
Power will be exchanged for 
economy purposes. Aid will be 
given in emergencies. Power will 
be transferred over considerable 
distances by the displacement 
method. We will have true area 
operation; this will be an impor- 
tant item in our national defense 
plans. 

Good planning may account for 
the difference between a success- 
ful company, and one continually 
plagued by financing difficulties, 
rate problems and public dissatis- 
faction with its service. 


Business Practices 


Electronic business machines 
are nearly ready. They will have 
application to and make savings 
in billing, accounting and many 
other details of operation and 
planning. Every possible business 
operation will be mechanized. 
Communication facilities will be 
extended to cover every activity 
of the business and budget and 
cost control methods will be made 
more efficient, and extended. 


Financing 


The electric companies of the 
future will continue to need new 
capital to build the facilities to 
meet the demands of an ever 
growing load. The present large 
construction program is being fi- 
nanced at very low rates because 
of the inherent soundness of the 
industry and the favorable mar- 
ket conditions which have pre- 
vailed. 

The electric industry’s good rec- 
ord, coupled with its high degree 
of stability relative to other in- 
dustries, practically assures a 
continued acceptance of its se- 
curities by all types of investors 
in the future. 

Future over-all money costs 
for electric companies will de- 
pend mainly on: 

(1) Market conditions at the 
time of sale. 

(2) The types of securities sold. 

Barring war and other catas- 
trophies, I have no reason to be- 
lieve that future market condi- 
tions should be substantially dif- 
ferent on the average from those 
which have prevailed during the 
past several years. 

The types of --seeurities - which 
will be sold is an individdal com- 
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pany problem and no one solution 
will ever be found to fit all com- 
panies. Each case must be judged 
and decided upon by management 
and regulatory authorities in the 
light of the prevailing circum- 
stances and facts. 

A high proportion of equity in 
the capital structures of electric 
companies is advocated in some 
quarters. The proponents of this 
idea reason that this assures 
maximum protection for security 
holders and enables a company to 
obtain its money at lower costs. 
Superficially this seems to be a 
reasonable position, but does not 
stand up under close scrutiny and 
analysis. High equity companies 
generally pay a higher over-all 
cost for their money, assuming 
quality in other respects is some- 
what similar, than do low equity 
companies. Furthermore, high 
equity companies are _ severely 
penalized by the present Federal 
Income Tax laws. High equities 
also tend to give overprotection 
to senior security holders at the 
expense of the consumers. 


I look for more liberal dividend 
policies for electric utilities in 
the future. Today investors often 
evaluate the common stocks of 
utilities on aé yield basis. A 
liberal dividend policy indicates 
to investors that management has 
taith in the future outlook for its 
company An unduly conservative 
dividend policy may have the op- 
posite effect. 


Rates 


Now, as to rates. The electric 
companies are unique in that they 
are the only major’ industry 
charging on the average less for 
their product than they did be- 
fore the war They have accom- 
plished this seeming miracle be- 
cause they have been able to off- 
set inflation by improved effici- 
ency. In addition, one of the most 
distinctive and important charac- 
teristics of our industry is that we 
have low incremental costs for 
additional output compared with 
our previous base costs. 


I believe that we can continue 
our good record in the future, if 
inflation does not move ahead too 
rapidly. Some rate adjustments 
have been made. Others may be 
required from time to time to 
meet special situations, to elim- 
inate inequalities and to raise 
capital. But they will be trivial 
compared with the prices of other 
necessities, and electricity will be- 
come a still better bargain than it 
is today. 


Rate structures will be simpler 
than they are now, and more eas- 
ily understood. This improvement 
will be of great help in bettering 
customer relations. 


Public Information 


The electric companies of the 
future, of necessity, will think, act 
and, above all, talk as an industry 
that is proud of its record, and 
conscious of its high place in our 
national economy. They will real- 
ize that propaganda is one of the 
deadliest of modern weapons, and 
will fight, and fight successfully, 
to turn aside the abuse which has 
been, and will continue to be 
poured upon them. This will be 
accomptished by telling the truth 
about the situation over and over 
again to employees, stockholders, 
customers and the general public. 

Merely refuting unfounded 
charges and exposing false claims 
of proponents of socialized power 
will not be enough. The electric 
companies must continually dem- 
onstrate vigorously and directly 
and by every means at their dis- 
posal that they are the most ef- 
ficient and least costly method of 
meeting the power needs of the 
nation. This is as it should be. 
Our economy should not tolerate 
the incompetent. 


Distribution 
Now let us look at the physical 
property of the utility of the fu- 


ture, and see what it will be like, 
and how it will operate. 

Distribution systems of the fu- 
ture probably will look much as 
they do today. But they will be 
called upon to handle much larger 
amounts of electricity than at 
present. We may see a trans- 
former on every pole. Aerial 
cable probably will be in common 
use. 

Homes will be better wired to 
handle the heavier loads, such as 
the heat pump and air condition- 
ing. 

Primary distribution systems of 
22,000 volts will be standard 
practice, with direct conversion to 
service voltages. 

The farm electrification prob- 
lem has been licked. But many of 
the rural lines built by coopera- 
tives will have to be rebuilt to 
give first-class service. 


Transmission 


Experience and continued 
studies show that it is seldom if 
ever economical in this country tc 
build and operate transmission 
facilities solely for the purpose of 
transporting power and energy 
from one point to another for any 
really long distances. This eco- 
nomic situation will continue in 
the future. 

Tomorrow’s transmission system 
will be built in accordance with 
a carefully worked out system 
plan for each company and as an 
integral part of the system in the 
general area. 


Interconnections with neighbor- 
ing utilities will be increased in 
extent and capacity, to permit ex- 
change of larger amounts of 
power. 


Voltages higher than today’s 
maximum of 287,000 volts are 
physically possible. A line de- 
signed for 380,000 volts is under 
construction in Sweden to trans- 
mit hydro energy some 600 miles 
to load centers.- In this country 
tests and practical experiments 
have proven the technical feas- 
ibility of lines operating up to 
500,000 volts. However, the neces- 
sary equipment and fixtures are 
expensive and the structures are 
very large indeed. Transmission 
at this voltage will be expensive 
except for very large amounts of 
power over considerable distances. 
In addition, the concentration of 





so much power in one line may 
prove undesirable from an oper- 
ating viewpoint. Certainly it 
would be vulnerable to sabotage 
and aerial attack in time of war. 


If higher voltages are not eco- 
nomical, we shall see a multiply- 
ing of the present networks. 


Many of the high voltage lines 


of today will become the subtrans- 


mission of tomorrow. 


Direct current transmission 
probably will prove to be too 
costly for general use. However, 
if a reasonably simple, econom- 
ical way of converting from a-c to 
d-c and back again could be in- 
vented, this form of transmission 
might become a practical reality. 


Steam-Electric Stations 


The first generators used for 
commercial purposes were driven 
by steam engines. Efficiencies 
were very low. The first steam 
turbines came into use about 1900, 
and were a great advance in the 
art. A big unit at that time was 
about 5,000 kilowatts in capacity 
and five pounds of coal were re- 
quired to make a kilowatthour, 
which means an overall efficiency 
of about 5%. Today the industry 
is installing units 30 times as 
large, which use only three-quar- 
ters of a pound of coal—approach- 
ing 35% overall efficiency. Tur- 
bines are normally served by one 
boiler only. 


Today, construction costs are 
several times as high as they were 
25 years ago. Yet so great has 
been the skill of designers and 
manufacturers, and so important 
the effect of size on unit cost that, 
even at the inflated prices of to- 
day, the industry is able to build 
new power plants for relatively 
little more per kilowatt than it 
spent for the much less efficient 
stations of 25 years ago. 


These have been tremendous 
advances, but even greater ones 
may lie ahead. 


Power plant buildings can 
largely be eliminated, the extent 
of the reduction depending on 
climatic conditions. Big  base- 
ments—unless required by special 
conditions—can be done away 
with. Some stations are being 
built on a slab right on top of 
the ground. Much spare and re- 
serve equipment that was consid- 
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ered necessary only yesterday is 
no longer used. . 

Gone is the small army of men 
that was required to operate the 
old-style steam _ stations. The 
crews required for plants of mod@d- 
ern design are almost comparable 
to those needed for hydroelectric 
stations. 

The use of cooling towers has 
greatly increased the number o€ 
locations where steam - electric 
stations can be built. 


Manufacturers have built units 
of 150,000-kilowatt capacity on a 
single shaft, and can build 300,- 
000 - kilowatt cross - compound 
units. Tomorrow, sizes may grow 
to 500,000 kilowatts—if anyone 
can economically use units as 
large as that. Steam temperatures 
may exceed 12,000 degrees Fah— 
renheit and pressures may rise to 
3,200 pounds per square inch 
where steam has the same volume 
as water. Economies of 8,000 Btu 
per kilowatthour or better, with 
iwo or more reheat cycles, may be 
realized. Results such as these 
would represent great progress. 

Coal is being priced out of its 
proper market, and an increasing 
use of natural gas and oil for 
power plant consumption is re- 
sulting. 


In the future gas produced from 
coal—coal in place or otherwise—- 
may be utilized in boiler plants. 
We hear of other possible fuels. 

Electric power produced by heat 
from an atomic pile, utilized by 
the conventional boiler - turbine 
combination or by a gas turbine, 
is promised for the future. The 
many engineering problems in- 
volved are being attacked, and 
ways of controlling this very dan- 
gerous fuel are under develop— 
ment. The energy released by 
fission of a heavy atom—the bes® 
known of which is uranium, is in— 
itially in the kinetic form and is 
converted by collision into heat. 
The heat produced would be car— 
ried by some liquid medium—not 
yet determined—and would de- 
liver that heat for generation of 
steam or for use in a gas turbine. 


The practical large-scale use cf 
atomic energy in power produc— 
tion probably still lies a good 
many years ahead, and the eco— 
nomics are uncertain. However, 
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Central Eastern Pennsylvania... service area of Pennsylvania Power 
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tural locations in the nation. It is the heart of a ready market of 50,000,000 
people. As evidence.of this unusual “heart of the market” location, more 
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its history . .. a real stake in the continued prosperity of the region! Over 
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Electric Utili'y of Tomorrow 


we hope and trust that benefit 
for man will result from this 
earthshaking development of 
atomic fission, which, wrongiully 
used, might destroy civilizaiion. 
There is continued interest in 
so-called binary-vapor wants, 
particularly those using mercury, 
and they will doubtless be used 
for certain situations in the fu- 
ture, although there is less mar- 
gin than formerly betwee the 
mercury steam plant and the most 
efficient steam-electric station. 
Two gas-turbine-generators are 
in successful commerical o»vera- 
tion in this country today. True, 
they are small in size and their 
economy is poor — about 22,000 
Btu per kilowatthour. But they 
work well. Several units of 5,000- 
kilowatt capacity, with an econ- 
omy of about 13,000 Btu per kilo- 


watthour, will soon be in opera- 
tion. 

Gas-turbine-generators un to 
27,000-kilowatt capacity are in 


operation in Switzerland and else- 
where. Defects are showing u» 
as always happens in a pioneering 
job, but these can be corrected. 
A unit of 50,000 kilowatts has 
been designed. 


Gas turbines now burn either 
oil or natural gas, or use waste 
heat from industrial plants. At 
the moment, experimental gis 
turbines have been built for rail- 
road locomotives and ships, in- 
cluding units that will burn pul- 
verized coal. With pulverized 
coal, removal of the ash from th2 
gas passing to the turbine is dif- 
ficult but the manufacturei~ are 
making progress. 


The present block to bett-~ effi- 
ciency and hence to bigger sizes 
is the limitation of 1,540 d+ s:rees 
Fahrenheit temperature o» the 
turbine-rotor metal. Raise iat 
limitation by a few hundrc! de- 
grees, and these units m°v be 


made more efficient than th> best 
steam-turbine plants of tomo ‘row. 
It takes only 10 minutes or less 


to get a moderate-size unit on the 
line from a cold start. They may 
later be operable by remote con- 
trol. They require a minimum 
amount of water. These facts 
alone will give gas-turbine sta- 
tions a great economic and op- 
erating advantage over a conven- 
tional steam power plant. Add an 
economy equal to or better than 
that of the steam turbine, and 
we may have the generating unit 
of tomorrow. 

The metallurgical problems that 
remain to be solved, while diffi- 
cult, are less serious than others 
that have been successively 
worked out by American research. 
What is more, there is no apparent 
reason why heat from atomic 
sources may not be used directly 
by a gas turbine! That would be 
real progress; I am sure that it 
will come within the foreseeable 
future. 

The increasing cost of most 
fuels will prompt the utilities of 
the future to build modern steam 
stations to replace many of the 
older plants. These older stations 
need not be abandoned or dis- 
mantled, but can be held in re- 
serve against the possibility of a 
national emergency—such as an 
unexpected war. Most of them are 
in good condition, and it would 
cost relatively little to keep them 
operable. Coal for them can be 
stockpiled. Thus a war reserve 
of proven capability can be built 
up at moderate cost. I believe this 
country will avail itself of the 
opportunity. 


Hydroelectric Stations 


Many years ago the electric 
companies pioneered in the use 
of the water resources of this 
country by the construction of 
hydroelectric stations including 
the comprehensive development of 
such rivers as the Bear, Upper 
Missouri, Spokane, Snake, Yadkin, 
Feather, Susquehanna, Wisconsin, 


For many years we have specialized in the 


underwriting 2n/1 distribution of sound 


Public Utility securities. 


BOENNING & CO. 


Philadelphia 3, Pa. 








300 Montgomery Sireet 
SAN FRANCISCO 


Teletype S F 431 











California- Pacific Utilities Com pany 


Preferred and Common Stocks | 
BOUGHT - SOLD - QUOTED 


Send for statistical report describing 
this fast growing western utility. 


FIRST CALIFORNIA COMPANY 


UNDERWRITERS 


Private Wires between San Francisco, Los Angeles and New York 


647 South Spring Street * 


LOS ANGELES 
Teletype L A 533 





Coosa, Connecticut 
others. 

The hydroelectric stations of 
the electric companies total 9,- 
750,000 kilowatts of capacity and 
are located in every state of the 
Union save four. 

The electric companies have re- 
sumed the construction of hydro- 
electric developments on a limited 
scale. If permitted, they would 
build additional hydroelectric sta- 
tions to the extent that they would 
be economically justified. But the 
Federal Government has _ pre- 
empted the best sites, and in some 
cases, entire rivers. 

Where suitable sites are avail- 
able, I do anticipate a growing 
use of hydros which include fa- 
cilities for pumping the water 
back up the hill during off-peak 
hours, for re-use during the criti- 
cal hours of the day. 

About 40% (3,750,000 kilowatts) 
of the hydro capacity owned by 
the electric companies is under 
Federal license. 

These licenses start to expire in 
1952. By 1980, 90% will have 
ended. 

Thus, in the foreseeable future, 
the greater part of the electric 
companies’ hydroelectric capacity 
now under license could be taken 
over by the Federal Government. 

What will actually happen will 
probably depend upon the power 
policy to be adopted by the Fed- 
eral Government. 


and many 


Power Program of the Federal 
Government 


The Federal Government has 
inaugurated a vast program of 
hydroelectric plants covering the 
entire nation, under the guise of 
conserving water resources. Mar- 
keting agencies are being estab- 
lished, transmission systems and 
steam-electric stations are being 


built, and tax-free ‘subsidized 
political electric utilities are 
emerging. 


This trend, if né@chécked, could 
mean the elimination of the elec- 
tric companies as“a@ part of the 
free enterprise system of this 
country. ; 


Just a few days ago the Edison 
Electric Institute and the National 
Association of Electric Companies, 
in responses to an inquiry from 
the President’s Water Resources 
Policy Commission,. outlined a 
practical and ecanemical way by 
which this present conflict could 
be resolved in the public interest. 
You are all familiar with the con- 
tents of these replies, and so I 
am not going to repeat them here. 
I do believe, however,. that they 
outline the pattern of the future 
relation between the electric com- 
panies and their government 
which should prevail. 


The essence of this pattern 
would be the participation of the 
electric companies and of other 
distributors of eleetricity in Fed- 
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eral projects involving power, 
either through construction of the 
electric facilities, or leasing as is 
now the plan at Hoover dam, or 
through non-discriminatory agree- 
ments. The Federal Government 
would retain full control of the 
projects. Any savings received 
would be passed on to all cus- 
tomers, the regulatory commission 
having jurisdiction deciding in 
each case how this would be 
done. 

The benefits would be indeed 
great. They would include: 


(1) Checking the spread of 
socialism. The Federal ownership 
of electric utilities is the very 
cornerstone of the subversive 
“isms” that threaten to overwhelm 
us. 


(2) Saving vast sums of the tax- 
payers’ money, currently and in 
the future. 

(3) Reducing special privilege. 

(4) Eliminating present dis- 
crimination in distributing Fed- 
eral electric power. 

(5) Promoting the sound utili- 


zation, conservation and control 
of the water resources of the 
nation. 


The ruinous conflict between 
the Federal Government and the 
electric companies must be 
brought to an end on a sound 
American basis. United, we must 
put our full energies to this task— 
complacency and timidity will be 
fatal. I have every confidence that 
our industry, which has accom- 
plished so much in the past, will 
be successful in meeting this 
problem of survival with which it 
is faced. 

This, then is the pattern of the 
future as I see it. 


(1) A strong, prosperious and 
free country—a true land of op- 
portunity—in which to live and 
work. 


(2) A vast additional market 
for electricity. 

(3) Improving efficiencies, so 
that electric power will be a 
greater bargain than it is now. 


(4) Stronger, larger, better or- 
ganized electric companies. 


(5) End of the competition from 
subsidized Federal power enter- 
prises and a clear road ahead to 
develop and operate the electric 
utility business in the public in- 
terest for the advancement of our 
nation. 


It is a good prospect; it is ours 
if we will make the effort to 
realize it. 

We have a fine industry. It is 
well worth saving from the 
threats which endanger its future. 
And in saving it we will be doing 
our part to turn aside the wave 
of socialism and like “isms” 
which is sweeping the world, and 
threatening the American way oi 
life which is our heritage and 
which we hold so dear. 
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du Pont, Homsey Go. 
To Admit Colby 


BOSTON, Mass.—Gerald S. 
Colby will become a partner in 
du Pont, Hom- 
sey & Co., 31 
Milk Street, 
members of 
the New York 
and Boston 


Stock Ex- 
changes, on 
July 1. Mr. 


Colby, who is 
analyst for 
the firm, in 
the past was 
with Sherman 
Gleason & 
Co. and prior 
thereto con- 
ducted his 
own invest- 
ment business in Boston. 

Edward F. Hormel will retire 
from the firm on June 30. 


N. Y. Security Dealers 
Outing Program 


The New York Security Dealers 
Association will hold their Annual 
Outing, Friday, June 23, 1950, at 
the Hempstead Golf Club, Hemp- 
stead, L. I. There will be an all- 
day golf tournament for prizes 
with a soft ball game scheduled 
for 6:00 p.m., and dinner at 
8:00 p.m. The Committee consists 
of John J. O’Kane, Jr., of John J. 
O’Kane, Jr., & Co., Chairman; 
Stanley L. Roggenburg, of Rog- 
genburg & Co.; Charles H. Dowd, 
of Hodson & Co.; Melville S. Wien, 
of M. S. Wien & Co.; George A. 
Searight, of Eisele & King, 
Libaire, Stout & Co.; Walter C. 
Kruge, of James D. Cleland Com- 
pany; Leslie B. d’Avigdor, of 
d’Avigdor Company. 


Curb Floor Clerks 
Outing June 17th 


The New York Curb Exchange 
Floor Clerks Association, headed 
by its President, August Fischer, 
of Tucker, Anthony & Co., will 
journey to “The Neighbors” at 
Pleasant Plains, Staten Island, on 
Saturday, June 17, 1950, for its 
Third Annual Outing and Games. 

Al Mulligan, of Brady, Baird & 
Garvin, Chairman of the affair, 
announced that the day’s festivi- 
ties will be highlighted by a soft- 
ball doubleheader. The Curb floor 
clerks, headed by Wally Gardner, 
will face the Curb floor brokers, 
headed by Bob Dowling, of Pulis, 
Dowling & Co., in the opener, with 
a second Curb double quintet 
meeting a New York Stock Ex- 
change delegation in the nightcap. 

A wide variety of contests and 
games have been scheduled. An 
entertainment program is being 
prepared under the direction of 
Paul Sheridan, of Goodbody & Co. 


R. B. Fahnestock With 
Inv. Management Co. 


R. Bertram Fahnestock has 
joined the research staff of Inves- 
tors Management Company, super- 
visors of Investors Management 
Fund and of Fundamental Invest- 
ors, Inc. 

He entered Wall Street with 
Fahnestock & Co., later becoming 
associated with Shields & Co. 
where before World War II he 
conducted research studies. Dur- 
ing the war he held the rank of 
Lieutenant Commander in Naval 
Aviation, then returned to Shields 
& Co. 

Mr. 


Gerald S. Colby 


Fahnestock attended St. 


Paul’s School at Concord, N. H., 
and was a member of the class of 
1937 at Princeton University. 
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Our Creeping Socialism 
Hurts All the People 


Federal Government before 1933. 
Notable among these were the 
Federal income tax and the Fed- 
eral Reserve Act and other laws 
cstablishing Federal controls over 
banking and credit. Nevertheless 
the real retreat from freedom did 
not get under way until we took 
the sharp turn onto the downhill 
road to the Left in 1933. 

The great opportunity which 
furnished the excuse cxtraordi- 
nary for execution of the planned 
retreat was the depression follow- 
ing the boom and bust of 1929, It 
was not that the suffering during 
the depression of 1930-33 was so 
much more severe than that which 
had prevailed in some 12 others 
which had preceded it in our his- 
tory as a free people. The boom 
had carried us to greater heights 
of expectation and folly, and 
hence the fall was greater, and 
coming after almost a decade of 
unusually soft living, it hurt more. 

But it was not the magnitude 
or scove of the depression (al- 
though it was world-wide) which 
distinguished it. It was rather 
that through clever and strenuous 
political exploitation, the depres- 
sion became very much worse in 
retrospect than it was during its 
existence. The people knew that 
it was very bad and very painful 
—that the reaction was, as usual, 
proportionate to the boom, and 
that there were very large num- 
bers of unemployed, much frus- 
tration and mental suffering; but 
so there were for another seven 
years during the “recovery pro- 
gram.” We Knew there were bank 
and other business failures and 
much suffering therefrom. But it 
was not until the prophets and 
historians, the keen analysts of 
the New Deal began to work upon 
that depression from the vantage 
point of Washington-supported 
propaganda, that we learned the 
truly catastrophic proportions of 
the period from 1929-33. 

We know now that the recovery 
started in the United States, as 
in several other countries in mid- 
1932, but that the threat and un- 
certainty caused by our Presiden- 
tial campaign, and especially the 
threat of the successful candidate, 
after the election, to abandon the 
gold standard, revived the depres- 
sion forces and closed the banks. 

The task assigned to the politi- 
cal writers of the new Adminis- 
tration, nevertheless, was that of 
attributing all failure to the “eco- 
nomic royalists,” of smearing the 
leaders of the old order, and of 
creating the impression that noth- 
ing like this depression had ever 
occurred before, that indeed there 
had been widespread starvation 
and universal failure; that it was 
the death struggle—the very last 
croak—of the old order; that it 
proved finally and definitely what 
many critics of the old order had 
suspected and warned for years, 
that we simply could not go on 
depending on self-reliance and 
individual responsibility. With 
this impression created through 
dwelling upon and constantly ex- 
aggerating what were called, “the 
horrors of the depression,” it fol- 
lowed that we must have a plan, 
conceived and directed by ex- 
perts, armed with the power of 
government. And, to revive our 
faith in Providence, an elite group 


now came forward from many 
great colleges and universities, 


and proved themselves ready, able 
and willing to sacrifice them- 
selves on the altar of service, to 
save their country from what they 
had long feared—‘“the anarchy of 
laissez-faire capitalism.” 

That was the first step: The de- 
struction of faith in the old order. 
which meant the destruction of 


the people’s faith in themselves. 
Life, we were told, haa just be- 
come too complicated for inuivid- 
ual liberty. While the fv ariess 
leader was prociaiming that we 
had nothing to fear but fear, he 
and his cohorts did“a monu...ental 
job of creating such a fear of the 
risks which attended the ireedom 
of the old oraer that fron March 
to June of 1953 there was a 100- 
day siampede of a teuar-crazed 
Congress of the United States to 
lay at the feet of the Presicent, 
not only control over the machin- 
ery cf government, but cou.tol 
over the purse of the peopie, and 
the business and indusiry, money 
and f.nances of the people. 
There were, then, iwo great 
preparatory steps, taken, more or 
less, together: First, aestruction 
of faith in freedom and its insti- 
tutions by exaggerating the sig- 
nificance and suffering of the de- 
pression and blaming it upon the 
evil influence and power of the 
old order which must now forever 
be destroyed. Then, the great 
stampede of fear, cleverly - dis- 
guised as a forward march toward 
a New Deal, curing wuaich the 
heads of the American people 
were turned, their once clear vi- 
sion blurred, and they were in- 
duced to take the sharn turn to 
the left which eventually led 
them directly back towaru that 
regime of dependence upoa om- 
nipotent government from which 
the men of 1776 end 1787 hoped 
they had delivered u; forever. 


Of course the great majority 
who voted for the opposition party 
in 1932 thought they were voting 
for beer and for reduced func- 
tions of and expenditures by the 
Federal Government, because that 
was what the 1932 Democratic 
platform said and what the can- 
didate had promised. But as the 
successful candiaate subsequently 
said: 

“I was able, conscienticusly, to 
give full assent to this p!lat‘orm 
and to develop its purposes in 
campaign speeches. A campaign, 
however, is apt to partake so much 
of the character of a cebate and 
the discussion of individual points 
that the deeper and more perma- 
nent philosophy of the whole 
plan (where one exists) is often 
lost.” 

So the people were to 
that “the deeper ani more per- 
manent philosophy of the whole 
plan” included loss of liberty 
through Federal Government re- 
strictions upon the citizens by 
laws and policies, which included: 

(1) The destruction of the bal- 
ance of power within the govern- 
ment to the end that the Execu- 
tive branch would be clearly 
dominant and both the Legisla- 
tive and Judicial branches would 
take their orders from and en- 
force decisions made within the 
Executive branch. 


(2) Control over and direction 
of money, credit, and banking so 
that this powerful instrument of 
control would be firmly estab- 
lished in the executive branch of 
the Federal Government. 


(3) Repudiation and nullifica- 
tion of the Government’s and all 
other promises to pay in gold and 
the requirement that every citizen 
surrender his gold to the Govern- 
ment. 


(4) The power of the President 
to fix the value of the dollar in 
terms of gold each day, as in his 
wisdom or folly, he should see fit. 


(5) The use of the Federal in- 
come tax and other’ taxing 
powers, 
and various measures 
“social security,” 
trol over 


learn 


together with subsidies 
called 
for takine con- 
ever-increasing 


shares 


of the wealth and income of the 
peopie anJj_ redistributing the 
same in order to promote eco- 
nomic equality, and “reforms” ac- 
coiding to plans as they might be 
determined from time to time by 
the aforementioned elite group of 
planners. 


(6) For the farmer there were 
devised a number of plans, also 
changed from time to time, but 
always with the idea of winning 
farm votes through the support 
of farm prices — sometimes by 
killing pigs and plowing under 
crops, again by paying for a 
multitude of things done by the 
farmer which he had always done 
and would have done for himself 
without being specially paid 
therefor; and as of the present, of 
course, buying up huge surpluses 
of wheat, cotton, corn, potatoes, 
eggs, peanuts, dried beans and 
peas, butter, cheese and milk 
products, etc., etc., to the tune of 
some $5 billion, and thus main- 
taining a high cost of living while 
wondering what to do with the 
mounting surpluses in the midst 
of such plenty. And with this sup- 
port of the farmer there goes con- 
trol—the same control which ap- 
plies to other important groups of 
citizens and accompanies and 
grows with every measure which 
creates further dependence upon 
government. 


(7) And then, of course, and 
most importantly, there is labor. 
The object here was to exchange 
a grant of special power to labor 
leaders, over their members and 
over industry, for their agreement 
to give political support to the 
grantors. First there was the NRA 
and its Blue Eagle which, though 
eventually disposed of by the old 
Supreme Court, paved the way for 
the deal between labor leaders 
and political leaders (not to men- 
tion some business leaders) 
whereby the power of life and 
death over the operation of in- 
dustry throughout the country 
was in effect bartered in exchange 
for the political support of Labor 
—all in the name of something 
not defined but which sounded 
good and was called “collective 
bargaining.” The benefits of a free 
market-place were thus denied to 
the home-builder and to all who 
purchased the vast products of 
industry, because the Union Labor 


boss, with the backing of govern- 
ment, fixed the costs of products 
at higher levels through dictating 
the wages which would be paid, 
while government’s share of the 
earnings also mounted = ever 
higher. 

Minimum wage laws’ were 
passed which, as many citizens are 
now learning, means the loss of 
jobs by those whose skill and 
ability do not enable them to pro- 
duce the hourly equivalent in 
value which the employer is 
forced to pay. 

Thus again, a very large group 
of citizens, millions of employees, 
whose jobs are dependent upon 
the whim and edict of the few 
labor leaders in whom power has 
been concentrated, are discover- 
ing what it means to become 
dependent upon the favors of 
political power-seekers. Thus 
again, it is demonstrated that 
when the people are induced to 
surrender the power which our 
Constitution was designed to re- 
serve to them, and when ihe 
force of law can be used by those 
in whose hands such power is 
concentrated, another step has 
has been taken toward despotism. 

Eventually, there came World 
War II, and with it not only great 
danger, but another golden oppor- 
tunity for conditioning the people 
—for domesticating them so that 
they could be pushed around more 
easily, and steadily rendered more 
submissive to the orders and pow- 
ers of their masters in govern- 
ment. With the war came price 
control, rationing and rent control. 
But, note well, that while various 
controls, which meant real sacri- 
fice to a minority, were imposed, 
the war was fought on a 40-hour, 
high wage “premium pay for 
overtime” basis, thus encourag- 
ing increased domestic consump- 
tion and greatly expanding the 
costs of the war. 

We entered the war because we 
were assured that we could not 
live in a totalitarian world, and 
at the war’s end we had created 
the greatest totalitarian power in 
Russia that the world has ever 
known. At Casablanca, Teheran, 
Yalta and Potsdam we losi the 
Peace, but the war costs and the 
war debt are still with us. 

In the postwar period, the pow- 
erful instrument of lending by 
our Federal Government to our 
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ELECTRIC power already is available to 
over 90% of the people of Virginia (86% 
of the farms are now connected) and new 
customers are being connected up on the 
Vepco System at the rate of one customer 
every four minutes .. . 
tomers per working day. That was the 
record for 1949 when 31,406 new cus- 
were connected, 
19,000 rural customers, a gain of over 
7%, the largest increase in any year in 
the history of the company. 

Looking to the needs ahead, a long- 
range construction program, involving the 
expenditure of $150,000,000, was begun 
in 1946. Besides transmission lines, sub- 
stations and interconnection facilities with 
our neighbors, the construction program in- 
cludes six new steam generating units 


tomers 


is now to have another 100,000 Kw. unit added. 


or 120 new cus- 


including over 


portation, 


which, when completed in 1952, will add 


VIRGINIA ELECTRIC AND POWER COMPANY 





400,000 Kw. 
tem, 220,000 Kw. of this new capacity now 
being in operation. A hydro-development 
on the Roanoke river near Roanoke Rapids, 
N. C., to develop a further 90,000 Kw. of 
electric power also is on the program for 
construction as soon as the necessary ap- 
proval is obtained from the Federal Power 
Commission where application for a license 
to make this development is now pending. 

There has been no curtailment of Electric 
Power in the Vepco territory and the added 
capacity resulting from this expansion pro- 
gram assures an adequate supply of 
reliable electric power 
System where the combination of natural 
resources, good climate, excellent trans- 
splendid workers and other 
advantages invite industrial development. 
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citizens was employed as never 
before. The fear of unemploy- 
meni the care of the veterans, the 
prov.sion of homes and the fur- 
ther bolstering oi farm prices—all 
were employed to the full to jus- 
tify governn.ent lending directly 
to the citizen, and government un- 
derwiiting of loans by the billions 
to the citizens for housing, for 
helping the veteran to get started 
in business, etc. This obligating 
OL «we citizens .y loans plus the 
billicns spent in paying the edu- 
cauonal expense of millions of 
veterans—all this added enor- 
mously to the strengthening of 
the t_e that binds the citizen, now 
rap.diy becoming a subject, to 
his guvernment. When we add in 
the Federal bonus, disguised as 
an insurance refund, and the bil- 
lions voved in bostus bonds by the 
generous citizens of many states, 
we have another astronomical ad- 
ditio., to inflationary purchasing 
power. 


Most important of all, then, 
from the standpoint of those who 
aimed at greater dependence of 
the people and more power in 
government, was the boost which 
was given by the war, and the 
debt-creation and credit extension 
after the war, to Socialism’s great- 
est v.eapon—inflation. Under the 
stimulus of patriotism and the de- 
ception of saving in the form of 
accumulating government debt, 
the accumulated wealth of genera- 
tions could be and was drained off 
into the bottomless “pit of war, 
ana tne people were given in ex- 
change therefor beautifully en- 
graved pledges of their own fu- 
ture earnings — pledges which in 
ti.e taids of the people encourage 
extiavagance because they are 
called savings and money, but are 
nevertheless debts to be paid out 
of real savings, or repudiated and 
written’ off through the hidden 
ero.ion of a destructive inflation. 

Lh ough the strange and little 
understood wo. kings of a govern- 
mentally - managed currency, 
cou_lcd with a huge government 
debt, i. uch of which has been 
mo e zed through sales of bonds 
to banks, and much of which can 
be ... mediately converted into 
casi be ‘ause it is redeemable, this 
war debt has added enormously to 
the mney suppty, and to the na- 
tior.al income, and to the gross 
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on the Vepco 
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mational product of the country; 
and hence to the boasted prosper- 
ity of the biggest and most pro- 
longed, and most unsound boom 
an American history. 

Already, through inflation, the 
cut almost in half, and that vast 
gumber of citizens who live on 
fixed incomes—tied to the savings 
dollar accumulated before this 
raging inflation—are feeling the 
winch of their loss through gov- 
ernment control of the value of 
their dollar. 


Gevernment Invasion of Business 


As yet, I have not mentioned 
that great advance which has been 
made by government upon the 
front which we may label “Gov- 
ernment Invasion of Business.” 
That is the front with which we 
in the electric utility business are 
most familiar. Possibly we have 
savings dollar of 1940 has been 
concentrated our fighting on that 
front too exclusively for many 
years. I therefore do not propose 
to comment on it here at any 
great length. 

Suffice it to say that every trick 
and device, every abuse of power, 
every misrepresentation and de- 
ceit known taa large body of ex- 
perts in all these lines, have been 
used by representatives of gov- 
ernment to advance the cause of 
their first love—the socialization 
of the power industry. And they 
thave done quite well with their 
propaganda, financed with taxpay- 
ers’ earnings, in promoting TVA’s 
and REA’s, Bonnevilles and Grand 
Coulees — concelaing their grab 
for the socialization of the power 
industry under the cloak of navi- 
gation, irrigation, flood control, 
and latterly the expansible func- 
tions of recreation and conserva- 


a 











tion of fish, game and other wild 
life. 


So high-powered and blatant 
has been their propaganda that 
the majority of the American peo- 
ple today are under the impres- 
sion that the building of dams and 
the development of hydroelec- 
tricity began with government 
projects about 1933, and that the 
farmers were actually denied 
electric service until the REA 
came along. Today, assisted by 
the over-stimulated prosperity of 
the farmer, the REA has infil- 
trated important agricultural 
areas all over the Nation, where 
it is doing double duty as a 
weapon for socialization; first, by 
wooing the farm vote with sub- 
sidized electricity; and second, by 
forming rapidly growing cells for 
destroying and absorbing the 
property of the citizen who, in the 
American tradition, pioneered and 
built up a taxpaying electric serv- 
ice in that too-distant day when 
America was still America. 


However, as we prophesied 19 
years ago, it has now come to 
pass that we were only for the 
moment in the first line of de- 
fense. We are still there, but we 
have been joined by many others, 
who along with us, are being 
taxed to support government in- 
tervention which threatens first 
to ruin them and then take them 
over. I have in mind the banks, 
insurance companies, and other 
savings institutions; the housing 
industry, including builders and 
landlords and landladies, large 
and small; the retail and whole- 
sale and hotel business; the ship- 
building and construction indus- 
try; and not to tire you, it may all 
be summed up by saying it would 
be very difficult to find a busi- 
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POWER FOR 


SALE 


and plenty of it... 
FOR IMMEDIATE DELIVERY 


In anticipation of industry’s future needs for electric 
power, the AG&E System is spending $340,000,000 


over a 
and facilities. 
industry needs right now 


five year period for new generating plants 
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ness in which the Federal Gov- 
ernment is not engaged. In short, 
this general wave, this envelop- 
ing movement to submerge the 
individual in the State, and to 
transfer the power of initiative to 
Washington in all things, has now 
become the one big problem in all 
business—the problem indeed of 
everyone who cherishes freedom 
and the aim of human progress. 


Where Are We Now? Who Is 
Getting Hurt? 


Do you remember the inquiry 
which was meant to be so dev- 
astating when it was first voiced 
several years ago: “Have you lost 
any liberty?” We do not hear that 
question asked so often now. 
Why? Could it be that there are 
too many people who now have 
had experience with the tax-col- 
lector and the horde of Federal 
investigators, prosecutors, regu- 
lators, price and wage and rent 
fixers, official collaborators with 
union labor dictators, crop dic- 
tators and allocators, and the 
hundreds of thousands of other 
Federal Bureaucrats who swarm 
over the land prying into the cit- 
izen’s affairs, sowing their ques- 
tionnaires by the bale, occupying 
our office space, burdening our 
transportation facilities, consum- 
ing our time and our substance? 
Could it be that there is anyone 
in the land who has neither been 
ministered to nor administered by, 
investigated, indicted, prosecuted 
or dictated to? If there are some 
who have neither been investi- 
gatad, regulated, prosecuted or 
indicted, at least no one has es- 
caped the tax-collector. 


Who is getting hurt by this ex- 
pansion of Federal power? Ev- 
eryone, including those who are 
temporarily wielding that power 
because they are building them- 
selves up for a fall—because his- 
tory, ancient and very recent, 
teaches that every big and petty 
tyrant who pushes people around 
sooner or later has to accept some 
very painful, not to say brutal, re- 
adjustments in his own life. 

Everyone is getting hurt be- 
cause every citizen is being de- 
prived of his or her most vital 
source of strength—his self-re- 
liance. Everyone is becoming 
more and more dependent upon 
government for his job, for his 
earnings, for his home, for di- 
rection and control in the man- 
agement of his farm or business 
and the price he is to get for his 
products and services; for his care 
in old age, sickness, and in un- 
employment. Private savings are 
being confiscated and stealthily 
taken through inflation, and the 
independence which the self-re- 
liant older people thus builded for 
themselves is being destroyed. 


Thus the people, everyone of 
them, are losing because they are 
being deprived of the God-given 
right to manage their own lives. 
To deprive an individual of his 
self-reliance is to cripple him for 
life—to prevent his growth and 
development just as surely as 
would a harmful and enslaving 
drug. 

And the crowning tragedy is 
that government cannot deliver— 
it cannot deliver security except 
through complete enslavement. 
Government can deliver nothing 
because it produces nothing ex- 
cept as it controls, directs, confis- 
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cates and redistributes the pro- 
duction of its citizens. Govern- 
ment is a paralyzing, negative 
force—never a positive, enliven- 
ing, dynamic force. 

Finally, we come to the most 
difficult question of all: 


What Can We Do About It? 


In facing that question, we are 
at once met with the baffling and 
discouraging fact that the ma- 
jority of the American people 
clearly are unaware of the sig- 
nificance of these facts. Are we 
not prosperous? Are we not en- 
joying the highest standard of liv- 
ing in our history? Is it not true, 
as the President of the United 
States has recently declared, that 
we have the “best business set- 
up” we have ever had? No won- 
der we are confused! 

We now live in a democracy 
and not a republic. The powers 
which, under the republic, were 
once in the people, have been 
transferred to government. Under 
the processes of a democracy, 
only by the vote of a majority 
can the many freedoms which 
have been surrendered be re- 
stored. Until and unless. the 
people are aware—until they un- 
derstand not only what has hap- 
pened but how it happened, and 
how to unravel the vast and intri- 
cate maze and network of power 
in which they are ensnared—gov- 
ernment will continue to weave 
its web and with each passing 
day the chance of a return to 
freedom will be less. 

Wherein then does hope lie? 
Will our political, educational, re- 
ligious and business leaders work 
together to sound the alarm and 
arouse the people to their danger? 
As of the moment there seems to 
be little hope in political leader- 
ship, because the leaders of both 
major parties, in wooing the vot- 
ers are endeavoring to outpromise 
each other, have so compromised 
with basic principles and endorsed 
so many socialistic and collec- 
tivistic measures and policies that 
until the people awaken and 
change their demands, the politi- 
cal leaders are entrapped in their 
own commitments. Our political 
leaders do not lead against the 
current—they follow public opin- 
ion, however erratic it may be. 


Unfortunately, educational and 
religious leaders in the majority 
also have embraced so many of 
these false principles, under the 
misimpression that they are there- 
by being ‘progressive and lib- 
eral,” that there seems to be little 
hope of the retreat from liberty 
being stemmed by the prevailing 
leadership in either the church or 
the school. 


What then of business leaders 
and managers? What about us, 
and our associates in other lines 
of industry, commerce, trade and 
finance? In a nutshell, an over- 
whelming majority of us have 
been following about the same 
course. We have been objecting 
to the details, or the means, but 
in public, at least, we appear both 
to enjoy and endorse the results 
of government action, and par- 
ticularly of government spending 
and generosity in extending credit 
or creating debt both at home and 
abroad. Because, we have said 
and are saying that despite all 
our complaints business is good, 
that we have confidence that it 
will continue to be good, and that 
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in our forward planning we are 
laying a bet that this is a sound 
prosperity. 

We sometimes claim that we 
have fought a good, though los- 
ing, fight against the destroyers 
of American principles and the 
betrayers of American faith, but 
have we? True we have fought 
some good battles, but we have 
been losing the war, and in the 
struggle we have made some very 
weak and unjustified compro- 
mises. Expediency has too often 
guided our policies and affected 
our decisions. Too often we have 
rationalized surrender, arguing 
that others have quit, and that if 
we should continue to fight we 
might “lose everything.” 

Our greatest weakness has beerm 
in the narrowness of our per- 
spective. In common with our 
fellow business - managers, we 
have taken the position that our 
job is to “tend to our own knit- 
ting” and to let the fellow con- 
temptously referred to as “George, 
the statesman” save the country. 
In adopting that attitude, business 
leaders and managers have left 
the defense posts of American 
freedom unmanned. No, not 
wholly so but unmanned except 
by a pitifully small group of cou- 
rageous souls—a remnant repre- 
sentive of every segment of 
American life—political, educa- 
tional, religious, farm, labor and 
business—who are still desperate- 
ly holding the fort, despite their 
knowledge that the majority of 
every leadership group in Amer- 
ica have deserted the defense of 
the definite, sharp and clearcut 
principles of American Individu- 
alism. 

We are trustees of more than 
the property which we manage 
We are co-trustees of such basic 
principles as the right of private 
property and equality of oppor- 
tunity. The right to do business 
without wrongful invasion of gov- 
ernment is not ours to compro- 
mise or surrender. We are trus- 
tees for certain sacred rights of 
posterity just as surely as we are 
trustees of the physical properiies 
in our custody and management. 
Yet we have made compromises. 
under the threat of government 
and on the promise of these un- 
American invaders that if we 
would give way just so far, they 
would seek to go no farther. And, 
of course, invariably it has hap- 
pened, that as soon as these col- 
lectivists and Socialists got part 
of the territory which they have 
wrongfully invaded, they have 
used that part as a base from whicii 
to push the campaign for the re- 
mainder, Witness the present pro- 
gram of the REA’s and the uni- 
form experience with the bureaus, 
authorities and administrations. 


What, then, can we do? We can 
cease making peaceful concessions 
which violate our trusts. We can 
tell the truth about this phony 
prosperity, that it is financed by 
unsound expansion of government 
debt and government guarantee o7 
unsound private loans, by legal 
counterfeiting, and by the con- 
fiscation through inflation of the 
savings of thrifty people; that we 
are in the most dangerous and un- 
sound boom in our history, and 
that the longer it continues, the 
more dangerous it becomes and 
the worse will be the inevitable 
reaction to the excesses now oc- 
curring under the guidance of 
government economists and the 
planning of government planners. 


To those who argue that we 
have no right to place our stock- 
holders’ property in jeopardy by 
incurring the wrath of a powerful 
bureaucracy; that we must not 
stick our necks out or rock the 
boat, we should answer that 
neither do we have any right to 
betray the higher obligation which 
we owe to do our utmost to pre- 
serve and defend basic rights, the 
loss of which will mean that there 
will be no more freedom of op- 
portunity, no more private owner- 
ship in this country, and hence no 
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liberty for future generations. 

We can tell our stockholders, 
our employees, our friends and 
associates, not just about our spe- 
cial troubles, but about the com- 
mon peril to everything Ameri- 
can. We can give expression to 
our moral indignation that these 
usurpers of authority and betray- 
ers of America dare to disguise 
their greed for power as devotion 
to the common welfare, and to 
cloak as social service their bribes 
of voters with public money. 

As private citizens carrying on 
an honest business and providing 
a real] public service in the Amer- 
ican tradition, earning our way 
and piying taxes to support neces- 
sary as well as many unnecessary 
government services, we not only 
have nothing to apologize for, but 
we have every right to protection 
and cooperation from those whom 
we help to pay to carry on tie 
duties of government. We are 
Americans and those who would 
supplant this American way with 
Socialism, either gradually and 
subtly or openiy and brazenly, are 
un-American. 

Yet it is the American plan oi 
ownership by private citizens 
operating in a free and competi- 
tive market, where the patronage 
(the dollar vote) of the consumer 
determines the reward for effort 
—that is, the plan and way of life 
whicn is under attack. We wno 
pay our way are daily made the 
targets for insults and abuse be- 
cause Our companies are “private 
companies,” as though doing busi- 
ness without a handout from the 
public treasury was somenow 
wrong, dishonest or immoral. As 
agairst the tax-paying citizen in 
business, following this American 
way, these promisors of some- 
thing for nothing glorify social- 
ized, tax-exempt and government- 
financed operations, demanding 
preference for such on the ground 
that these socialized projects rep- 
resent “the people doing things ior 
themselves,” and for tnat reason 
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they should be given still further 
preference as against the tax-pay- 
ing citizen. 

This is a time for indignation, 
for righteous, old-fashioned, cou- 
rageous indignation, the same kind 
of indignation shown by those old 
and young Americans 180 years 
ago when the British were trying 
to establish a tyranny over them. 

Have we Americans lost the ca- 
pacity for moral indignation? 
Have we any right to betray our 
children in order to buy a little 
troubled peace and comfort for 
ourselves? There is a time for 
dignity and reserve, but this is not 
one of them. In this perilous 
hour, there is a thin line between 
that “calm, untroubled and confi- 
dent faith” upon which so many 
seem to rely, and just plain stu- 
pidity in the face of danger. 

We haven’t lost this fight for 
freedom yet, but we are still los- 
ing. In our retreat we have not 
yet passed the point of no return, 
but we are very near to it. Every- 
thing, all the hope of ourselves 
and of posterity for generations to 
come, now depends upon arousing 
and awakening the American peo- 
ple to an awareness of this hour 
of destiny. To that task let us 
summon our associates in the 
ranks of industry, agriculture, 
trade and commerce. 

Let us mopilize the power of 
truth, and the crusading spirit of 
all whose pride in and love of 
country have been outraged by 
this insolent defiance of American 
spirit and tradition, this brazen 
attempt to corrupt the strength 
and spirit of a free people through 
bribery and the destructive emo- 
tions of fear, hatred and envy. 
And, most important of all, we 
must summon to our aid the faith 
of our fathers, revive and renew 
our faith in a just and rignteous 


God, and in the promise of Jesus 
Christ that— 

“Ye shall know the truth and 
the truth shall make you free.” 


Funds— 


Woman’s Investment 


for investment. The _ securities 
you buy represent many diversi- 
fied securities held in the funds 
for you and other shareholders. A 
mutual trust fund brings ‘to the 
shareholders all of the services of 
men who are experts and special- 
ists in knowing what securities to 
buy and approximately what to 
pay for them. These professional 
specialists have all of the facilities 
and services needed to fulfill their 
management obligation. Share- 
holders actively participate in 
many carefully selected American 
enterprises and put their savings 
to work instead of renting them 
out at low interest rates. 

These shares are easily avail- 
able and are very liquid if one 
is required to sell them. If they 
are sold, one receives the asset 
value of the mutual trust shares 
which represents one’s share of the 
value of the fund’s_ securities. 
These mutual trust shares are is- 
sued in the form of one certificate 
that represents a broad cross- 
section of bonds, preferred stocks 
and common stocks, separately as 
a class or in combination, if so 
desired. By this I mean you can 
buy a share in a number of lead- 
ing corporations’ bonds which will 
be exclusively invested in the va- 
rious classes of bonds from the 
highest to lowest grade. Similarly, 
you can buy shares in a fund en- 
tirely comprised of leading Amer- 
ican corporations’ common stocks, 
or you can buy shares in a trust 
fund that combines bonds, pre- 
ferred and common stocks all in 
one. 


The number of leading is- 
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vary from 25 to 150 bonds, pre- 
ferred stocks and common stocks 
of leading American corporations. 
Most important—the issues in 
these funds are under the constant 
daily supervision of professional 
investment men who spend their 
entire time and life work in en- 
deavoring to produce the best 
result for the shareholders of 
these funds. All of the well- 
established mutual trust funds 
are competently managed and 
although the fund manager is 
only human and makes some mis- 
takes, he certainly makes by far 
fewer mistakes than the typical 
average investor who buys indi- 
vidual securities. Moreover, con- 
stant supervision and the alertness 
of these managers to changing 
conditions gives them a great ad- 
vantage over most otner in- 
vestors. 


No matter how well advised by 
others, the individual has to lean 
on othe>’s j'dgment and depend 
upon othc:’s diligence, both of 
which often are inadequate. 
Further, because of the broad 
number of securities in these mu- 
tual trust funds, one’s money 
invested is spread out over vari- 
ous industries and various com- 
panies located in various parts of 
the country. With the indicated 
growth to come in the future 
for our national economy, it is 
only reasonable to say 
that there will probably be a 
great growth in the leading 
American corporations and this 
should be reflected in increased 
values for the shares of those mu- 
tual trust funds that include 
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sues in each of these.-funds.-wiil—eommon stocks. There are certain 
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of these mutual trust funds that 
are actually trusts with large 
banks acting as trustee. It is my 
privilege to be connected with one 
of such trusts. Mutual trust funds 
are all registered under the In- 
vestment Company Act of 1940, 
which is an Act of Congress. 


Mutual Funds Under Regulation 
of SEC 


The procedure of these mutual 
trust funds comes under the juris- 
diction of the Securities and Ex- 
change Commission which acts 
much like the Banking Commis- 
sion of the states and the Insur- 
ance Commissions of the states in 
regard to the conduct of the af- 
fairs of these mutual trust funds. 
Each year these funds register 
with the Securities and Exchange 
Commission and I can assure you 
that the Securities and Exchange 
Commission as well as the various 
state security commissions are 
most meticulous in their examina- 
tion of these yearly registrations 
and even more important, are ex- 
tremely alert and diligent to the 
activities during the year of each 
of these mutual trust funds. 


At the present time there are 
over $2 billion invested in this 
type of fund and the business is 
one of the most rapidly growing 
in the country, but is still very 
small in size compared to any 
reasonable estimate of what it 
may be over the next 10 years. I 
call your attention to one of the 
facts that you should recognize 
and that is that there are thous- 
ands of shareholders of these vari- 
ous mutual trust funds to whom 
the managers of these funds are 
accountable. In addition, the ac- 
tivities of these funds must be 
reported to shareholders as well 
as the Securities and Exchange 
Commission at regular periods. 
All of these mutual trust funds 
have an “opemedoor policy” to 
their shareholders who want in- 
formation about them. The prices 
of the shares of these mutual trust 
funds are quoted in a great many 
of the leading financial papers 
daily. 

The managements of these trust 
funds know that to retain their 
shareholders and expand they 
must do a satisfactory investment 
management job, These combined 
factors, the regulation of these 
funds, the constant scrutiny of 
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these funds by the shareholders, 
all add up to make it necessary 
for the management of these 
funds to be thoroughly experi- 
enced and able if they are to sur- 
vive. Such exacting requirements 


are a_ shareholder’s’§ insurance 
against indifferent and _ unsatis- 
factory management. You will 


find if you care to examine that 
each of these mutual trust funds 
has a large and adequate staff 
of experienced investment person- 
nel that have all the tools and 
facilities needed in their work of 
security analysis and _ research. 
Further, you will find that the 
investment managers of _ trust 
funds must be men of experience 
and ability. 

First, their whole life work is 
concentrated on investment man- 
agement. Second, as the actual 
buyers and sellers of securities, 
they must meet the requirements 
of making investment decisions 
and these decisions generally must 
work out well. Third, to do this 
the investment managers neces- 
sarily have greater business abil- 
ity to successfully execute these 
decisions. Fourth, because of the 
size of the holdings in these trusts, 
which as a rule are large in num- 
ber of shares, the mutual trust 
manager is generally in close 
touch with the executives of the 
companies in which investments 
are held. In fact, if he is located 
in the heart of finance, New York 
City, as I am, he will be visited 
by hundreds of top company ex- 
ecutives during the course of a 
year. Very often because of the 
size of his holdings in a company, 
the investment manager is re- 
quired to visit the plant and ex- 
ecutive offices of the company in 
order to have a better knowledge 
of the same. 


Most of the mutual trust funds 
in addition to their home office 
staff of security analysts and in- 
vestment research experts have 
what are called field men who 
actually visit companies through- 
out the country and report back 
their findings to the investment 
manager. The investment man- 
ager of a mutual trust fund also 
has the facilities of perhaps 100 
brokers to obtain infofmation for 
him. There are other factors that 
go with these and altogether com- 
bine to make an investment man- 
ager of a mutual trust fund a 
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central focal point of all kinds of, 
information that affects securities 
and the security market. 

If you will total the factors that 
I have given you of the advan- 
tages of the mutual trust fund as 
your medium for investment in 
bonds or stocks as compared to 
the confusion that you are bound, 
to have in dealing in individual. 


mutual fund shares is the modern 

way to invest one’s funds that has. 
many advantages over the old— 

fashioned methods of a yp 

individual issues of securities ‘ 
hoping that you bought the right 

ones. 

In closing, I wish to impress, 
upon you that the managers o€, 
mutual trust funds are most sin— 
cere in their conscientiousness an@,y 
zeal to do a good job for the 
shareholders of these funds. Each. 
of them takes a great personals 
pride in accomplishing results for, 
the shareholders—and don’t forget, 
all an investment manager has to. 
sell is a better service to the 
shareholders and to the public— 
that is his stock-in-trade. Yor, 
can rely on the fact that because 
this is his stock-in-trade, every 
investment manager is on his toes 
trying to do the best that his years 
of experience and broad knowl-— 
edge of this subject permit him to 
do for the shareholders of thes« 
mutual trust funds. That the per- 
formance of these mutual trug: 


funds has been satisfactory is besi 
evidenced to the prospective in- 
vestor by the fact that the indus- 
try is growing rapidly with hun- 
dreds of thousands of new share- 
holders added each year. 


New York Stock Exchange 
Weekly Firm Changes 


The New York Stock Exchange 
has announced the following firm. 
changes: 

Interest of the late Bertram Ra 


Smith in Ernst & Co. ceasech; 
May 31. 

Edgar N. Rouse, J. Newton 
Brewer, Jr., and Edward My 


Becker are retiring from Robert, 
C. Jones & Co. June 15. 

Maurice Wertheim, Wertheim & 
Co., passed away May 27. 
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Tomorrow’s 


Markets 

Walter Whyte 
Says— 

By WALTER WHYTE==!! 


Last week’s column was 
written in advance because I 
was away for the long Memo- 
rial Day weekend and didn’t 
intend to come back to the 
city. But despite this so-called 
long range viewpoint it is 
strange how the market fol- 
lowed the pattern set tor .t. 


The signs of imminent re- 
action I pointed to justified 
their existence before the 
week was out. Tuesday, June 
6, was a particularly bad day 
with the market fading fast 
during the first hour in what 
most people explained as a 
“surprise” move. Whether it 
was a surprise or not doesn’t 
make any difference at this 
stage of the game. For the fact 
is that the whole reaction was 
over in less than a full market 
session, a possibility I pointed 
to when I said, that the entire 
correction “. . . can be taken 
care of in one market ses- 
sion.” 
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As this is being picked out 
on the Underwood, the mar- 
ket has retraced most of its 
losses and is now back in new 
high ground. With this, sen- 
timent has again veered from 
the uncertain to the bull side, 
a condition which may have 
within it the makings of an- 
other new setback. 

ce % % 


The announced General 
Motors two-for-one split is 
generally regarded as good 
news. I’m quite aware that 
there are mitigating circum- 
stances and that this split is 
generally regarded as a piece 
of optimism. But, as I’ve often 
said before in these columns, 
majority opinion seldom in- 
fluences me, except where it 
points a path in a direction 
opposite to that indicated by 
the news. To put it bluntly: 
a split is seldom bullish on the 
immediate future of a stock. 
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It is quite likely that from 
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here on the pattern of sharp 
down, followed by equally 
sharp up, moves will be seen 
more often than will be com- 
fortable to witness. So far, 
however, there is no new in- 
dication of any immediate 
break on the horizon. This, 
however, shouldn’t be taken 
as a sign that everything is a 
buy. On the contrary, select- 
ing them will become more 
important than ever. 
* * * 


Sometime ago I recom- 
mended a few stocks at spe- 
cific prices, of which only 
three came into the list. I 
wish I could boast at this 
point about how well these 
three are doing. Unfortun- 
ately their action is nothing 
to be proud of. 


* * * 


These stocks, their buying 
levels and stops are as fol- 
lows: Certain-teed came in at 
18 with a stop at 15. Stock is 
now about 17%. Flintkote 
came in at 33 with a stop at 
29; it’s now about 302. Tim- 
ken Detroit Axle came in at 
17 with a stop at 14, and cur- 
rent price is about 16/2 ex- 
dividend. There are other 
stocks I see now that show 
good action though I don’t in- 
tend to recommend them at 
this point because I don’t 
want any overloading. So 
meanwhile we’ll continue sit- 
ting with what we have until 
such time as expediency rec- 
ommends a change. 


[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
those of the author only.| 


Bacon, ‘Whipple to 
Admit Three Partners 


CHICAGO, Ill.—Bacon, Whipple 
& Co., 135 South La Salle Street, 
members of the New York and 
Midwest Stock Exchanges, on July 
1 will admit Robert B. Krell, 
Harold H. Sherburne and Frank R. 
Schanck, Jr., to partnership. Mr. 
Krell is manager of the firm’s 
trading department and Mr. 
Schanck is in charge of the munic- 
ipal bond department. Mr. Sher- 
burne is the firm’s New York City 
representative, with offices at 
1 Wall Street. 


J. Preston Burlingham will re- 
tire from the firm on June 30. 


With Shillinglaw Bolger 


(Special to THe Financtrat CHRONICLE) 

CHICAGO, Ill. — Alwyn O. In- 
nis is with Shillinglaw, Bolger & 
Co., 120 South La Salle Street. 





SPECIAL PUT OFFERINGS 
® Per 100 Shares « 


U. S. Steel .. @ 381% Sep. 15 $400.00 
Beth. Steel ..@39 Sep. 18 325.00 
Skelly Oil ...@61 Aug.14 400.00 
McIntyrePorc.@52 Sep. 5 275.00 
NY,Chic.&St.L.@ 103 Aug. 9 325.00 
Radio Corp. .@20 Aug.14 112.50 
Mission Corp. @59'/, Aug. 7 162.50 
Colo. & Sou.@32 Aug. 4 287.50 
Cons.RRsCuba@ 191% Aug. 28 275.00 
P’handle East.@ 4414, Aug. 29 300.00 
Stand. Oil(NJ)@ 7914 Aug. 17 437.50 


Subject to prior sale or price change 


THOMAS, HAAB & BOTTS 


Members Put & Calls Brokers & 
Dealers Assn., Inc. 


50 Broadway, N. Y. 4, Tel. BO 9-8470 
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How Long Can Business Boom Last? 


on non-durable goods. Much 
more doubtful is whether the 
boom will generate a substant al 
growth in outlays on indusirial 
plant and equipment. My view is 
that the increase in these last ex- 
penditures wiil be small. Conse- 
quently, I believe that a mild and 
slow contraction will probabiy 
begin late this year or early next 
year. The following are the prin- 
cipal coniractions in expenditure 
which, I believe, will somewhat 
more than offset the probable in- 
creases in Outlays on non-durable 
goods and industrial plant and 
equipment: 

(1) Most of the stimulus from 
the spending of the insurance 
dividend to vet2rans will have 
been lost by the end of the year. 

(2) Business concerns will 
probably not be willing to add io 
their inventories for many months 
and outlays for inventory will 
drop. 


(3) A more than seasonal drop 
in the rate of automobile output 
is likely. The preliminary data 
of consumer intentions to buy au- 
tomobiles in 1950, col.ected under 
the auspices of the Federal Re- 
serve System, indicate no substan- 
tial change from 1949 in the num- 
ber of cars that consumers intend 
to purchase. Nevertheless, the 
output of passenger automobiles 
in the first quarter of 1950 was 
27% above the same period lasi 
year and the difference is even 
greater now. It is probable that 
the more-than-seasonal gain in 
employment since January has in- 
creased the number of persons 
who intend to buy cars this year. 
Nevertheless, the large production 
of automobiles during the last 
several years has raised the num- 
ber of cars in Yélation to the 
number of families to fairly close 
to the level that seems “normal” 
for present family incomes. Con- 
sequently, it is difficult to be- 
lieve that cars will be purchased 
at the present annual rate for 
many more months. 


(4) A more than seasonal drop 
in the output of houses is likely 
in the last quarter of the year. It 
is true that the backlog of demand 
for housing is enormous and that 
many of the houses built in the 
last several years are going io 
turn out to be too small. It is also 
true that rising rents will help 
sustain the demand for houses— 
houses for owner-Occupancy and 
houses to rent. The preliminary 
data on intentions to buy houses 
collected under the auspices of the 
Federal Reserve System indicate 
only a small increase above 1949. 
Nevertheless, 53% more dwelling 
units were started in the first 
four months of 1950 than in the 
same period last year. 


Is the contraction that follows 
the boom likely to be sharp or 
long? Again the question is really 
not susceptible to a well-informed 
answer because much can happen 
between now and the end of the 
boom. Nevertheless, a sharp or 


construction if stimulating com- 
meiciai buildijg in outlying dis- 
tricts. The grégi increase in the 
number of c.uigren means a great 
demand ior toys, children’s ap- 
parel, and schg@ols; the increase 
of 40% in ithe number of trucks 
and of 28% in the number of cars 
on te .0ad s.nce 1946 means that 
much of the road system of the 
country is obsolete; the strong 
pressu.e of unions on wages 
n.eans ti at companies must plan 
to replace equipment more rapid- 
ly. 

The maintenance of a high de- 
mand ior goods will be facili- 
ta ed by the fact that enterprises 
and indiv duals are in a strong 
liquid position. Business concerns 
own large quantities of govern- 
ment securities and so do indi- 
viduals. In addition, the cash 
holdings and bank deposits of in- 
dividuals are much greater rela- 
tive to their incomes and expen- 
ditures than before the war. Fi- 
rally, the maintenance of high 
demand will be facilitated by the 
fact that private debts are ab- 
normally low in relation to in- 
come. 


IV 


What should be done about the 
boom? Is it time to apply the 
brakes? There is much to be said 
on both sides of this question, 
Against applying restraints is the 
fact that the accumulation of in- 
ventories is occurring only at a 
very mcderate rate; that there has 


been little rise in prices as a 
whole during the last nine 
months; that credit and money 


supply have not been growing 
rapiaiy; that the cash deficit in 
the Federal budget is likely to be 
smaller next year than it was this 
year. In favor of applying re- 
straints is that the demand for 
goods is being financed to a sub- 
stantial extent by increases in 
personal indebtedness and that 
the cash budget of the Federal 
Government is running a larze 
deficit at a time of high employ- 
ment. 


It seems to me that the time has 
come to impose mild restraints on 
certain of the influences making 
for expansion. I do not believe 
that an increase in taxes would be 
desirable. The present levels of 
taxation are far higher than any- 
one thought would be necessary 
after the war, and they must be 
regarded as dangerously high. 
The present is an excellent time to 
make some cuts in unnecessary 
expenditures and to postpone for 
a year or so some kinds of much- 
needed expenditures—such as ex- 
penditures on roads. The time has 
come for business men to exercise 
caution in the accumulation of in- 
ventories. Most important of all 
are steps to discourage the in- 
crease in private debt. Although 
the volume of short-term con- 
sumer indebtedness is still low 
in relation to personal incomes 
after taxes, it is high enough so 


long contraction is not indicated’*that the repayment of this indebt- 


by the evidence now available— 


edness would be an important de- 


especially if the contraction be“ flationary imfluence in any period 
gins within the next year. Therein which there was a sharp drop 


are many large unsatisfied de- 


in the amo of new consumer 


mands for goods. These unsatis< indebtedness incurred. With auto- 


fied demands have many sources 


—the rise of 19 million in popu’ 


lation and the increase of .26% 
in the number of married ¢ouples 
during the last 10 years, the tise 
of 45% in the number of children 
below 10 years of age, the large 
volume of housing construction of 
the last several years, the~ great 
increase in the number of pas- 
senger cars and trucks, the con- 
tinuation of the cold war, the 


mobiles selling at a record-break- 
ing rate, this is a time to tighten 
up on the terms of installment 
credit. nfortunately, the Fed- 
@ral Reserve System no longer has 
authority to set the terms of con- 
sumer credit. Such authority 
ought to be promptly restored to 
+he Reserve System, and some re- 
straint should be imposed upon 
the..growth of consumer credit. 
‘The record-breaking rate at which 


strong upward pressure of unions“houses are being sold indicates 
on wages, and the continuation of that this is not the time to stim- 
rapid technological progress. The ~flate housing sales by exception- 


large new housing 


starts this ally low interest rates or extraor- 
spring will not a#ff€ct the demand alinarily;geasy credit terms. 
for furniture and household fur- 
nishings until mext. fall, Housing gages is too low for present mar- 


The 
4% interest rate on veterans’ mort- 
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ket conditions. The Veterans’ Ad- 
ministration has authority to 
raise the rate and should do so. 
Within several years the time is 
likely to come when a 4% mort- 
gage rate will be needed 1n orver 
to stimulate building. Mild re- 
straints of the sort that I have 
suggested would help prolong the 
boom and would also help limit 
the contraction that will eventu- 
ally follow the boom. 


V 

Let me conclude these remarks 
on the business outlook by a few 
observations on the _ influences 
that will affect business during 
the next few years. These influ- 
ences, of course, consist of some 
that will make for expansion and 
others that will make for contrac- 
tion. No one can foresee all of the 
important influences that wiil 
play upon business in the near 
future. The influences making for 
expansion, however, appear to be 
considerably stronger than the in- 
fluences making for contraction. 
Let us examine briefly the two 
groups of influences. 

There are five principal condi- 
tions which are likely to retard 
the expansion of business during 
the next several years: (1) the 
delay in the adjustment of the 
prices of farm products to more 
or less normal conditions of sup- 
ply and demand; (2) the drop in 
the increase in the number of 
married couples; (3) the drop in 
the output of automobiles; (4) the 
drop in the production of houses; 
and (5) the continuation of high 
rates of taxation. 

(1) The adjustment of the prices 
of farm products to normal con- 
ditions of supply and demand. 
During the war the prices of ag- 
ricultural commodities rose more 
than any other groups of prices. 
In order to stimulate production 
of food, the government prom- 
ised farmers to support prices of 
farm products for two years after 
the war. The two years are over, 
but the support of agricultural 
prices continues. With farm out- 
put in Europe gradually return- 
ing to normal, the support prices 
here are getting to be substan- 
tially too high to clear the mar- 
ket, and large surpluses are ac- 
cumulating. Eventually support 
prices will have to be lowered so 
that they do not generate large 
surpluses. While this adjustment 
in the prices of agricultural com- 
modities is going on, a mild hesi- 
tation may be introduced into the 
economy or parts of it. The ex- 
tent of the effect will depend upon 
circumstances. If the adjustment 
of farm prices occurs in a period 
of general expansion, the effect 
will be quite small; if it occurs in 
a period of contraction, it will 
aggravate the contraction. 

(2) The drop in the growth of 
married couples. The decade 
of the 40s, as I have pointed out, 
saw a very rapid increase in the 
number of married couples—about 
7.5 million, or 26%. In the pre- 
vious decade the increase was 3.3 
million. The great rise during 
the 40s was made possible in a 
large measure by a decrease in 
the usual age of marriage and a 
substantial growth in the propor- 
tion of younger people who are 
married. A continuation of the 
decrease in the usual age of mar- 
riages is not likely. Furthermore, 
as a result of the drop in births 
during the depression, the num- 
ber of persons reaching marriage- 
able age will drop substantially 
during the next several years. For 
example, the population 15 to 19 
years of age is about 14% less 
than it was 10 years ago. It looks 
as if the increase in the number 
of married couples during the 
next 10 years will be little more 
than half the increase during the 
forties. 


(3) The decrease in the output 
of automobiles. In the last four 
years the number of registered 
passenger automobiles has _ in- 
creased by nearly 8 million. This 
increase was partly made possible 


=e Or 


— 


~- #4 4 


~~ wer ee TO ee eee Oo 


As 


wah we =~, 2 fh oe 








by postponing the scrapping of 


cars. The automobile industry 
will not produce cars as rapidly 
in the next several years as in the 
last two or three years—unless it 
can greatly step up the scrapping 
of cars by bringing out greatly 
improved models. 


(4) The drop in the production 
of new houses. Last year and this 
year the production of new houses 
is greatly in excess of the annual 
increase in the number of mar- 
ried couples that will occur dur- 
ing the next several years. Hence, 
unless the housing industry steps 
up the replacement of old houses 
with new, there will be a sub- 
stantial drop in residential build- 
ing. But new styles of housing, 
plus pension plans that diminisa 
the necessity of saving for retire- 
ment, plus E bond maturities will 
help the housing industry create 
a replacement demand. 


(5) High taxes. The prospect 
that the expenditures of the local, 
state, and national governments 
will rise indicates that no impor- 
tant reductions in taxes will be 
made. As the national income ex- 
pands, the yield of present taxes 
will grow. 

The principal influences which 
will stimulate expansion of the 
economy are: (1) the increase in 
population; (2) continuation and 
probable intensification of the 
cold war: (3) the maturing of 
$33.3 billion of Series E govern- 
ment savings bonds between 1951 
and 1959 inclusive; (4) large ex- 
penditures by the local, state, and 
Federal governments; (5) a fairly 
substantial rise in the private debt 
of the community; (6) the expan- 
sion of industrial research; (7) 
rapid improvement and replace- 
ment of industrial equipment . 

(1) The increase in population. 
Population changes are difficult to 
forecast, as recent experience has 
shown. My guess is that the in- 
crease in population in the next 
decade will be about 12 million 
—substantially less than in the 
decade of the forties when the 
increase was 19 million, but sub- 
stantially more than the decade 
of the thirties, when the increase 
was 9 million. There are about 
235% more married couples today 
than there were ten years ago, 
but the increase in married 
couples during the next decade, 
as I have pointed out, will be 
smaller than during the last one. 
Many of the children that would 
“normally” have been born in the 
decade of the fifties were born 
in the forties. 


(2) Continuation and intensifi- 
cation of the cold war. The cold 
war will stimulate the expansion 
of the economy by raising the 
demand for goods by the govern- 
ment and encouraging technologi- 
cal research. 

(3) The maturing of nearly $33.3 
billion of Series E government 
savings bonds. These huge ma- 
turities will offer the housing in- 
dustry a golden opportunity to 
persuade the holders of maturing 
government bonds to provide 
themselves with up-to-date hous- 
ing. 

(4) Large expenditures by the 
local and state and Federal gov- 
ernments. I have pointed out that 
the great increase in the number 
of passenger cars and trucks has 
made a large part of the country’s 
road system obsolete, and the 
great increase in the number of 
children will require large expen- 
ditures on schools. Although some 
cuts in Federal expenditures on 
supporting agricultural prices and 
buying real estate mortgages are 
likely, I believe that increases in 
the expenditures of the Federal 
government and its agencies on 
roads, defense, pensions, irriga- 
tion, and water power will offset 
these decreases. Hence the total 
Federal expenditures will rise. 
Not all of the rise in government 
outlays will be financed out of 
taxes. Part of the increase is quite 
likely to be financed by the crea- 
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tion of money by the commercial 
banks, 


(5) A rise in the private debt 
of the community. The ratio of 
net private debt to the national 
income is only about half as high 
as in 1929. People will undoubt- 
edly be willing to increase their 
debts relative to income in order 
to have more goods. The next 
decade will probably see a rapid 
rise in private debt—undoubtedly 
a too-rapid rise. Perhaps effec- 
tive steps will be taken to con- 
trol the rise in private.debts. When 
it is suggested, however, that the 
terms of installment credit should 
be subject to control by the Fed- 
eral Reserve System, the commer- 
cial benkers manifest strong op- 
position. Nor do I expect to see 
very effective controls of mort- 
gage indebtedness. Part of these 
debts will in effect be repudiated 
and the debt burden kept down 
by a rise in the price level. 

(6) Steadily rising expenditures 
on industrial research. Only re- 
cently have enterprises discov- 
ered the enormous possibilities of 
industrial research. Expenditures 
on research are bound to increase 
rapidly. They will be stimulated 
by the cold war, by high taxes, 
and by the strong pressure of 
unions for higher wages. 


(7) Rapid improvement and re- 
placement of equipment. In these 
days of widespread and growing 
industrial research and of power- 
ful trade unions, traditional ideas 
about the economic life of equip- 
ment must be scrapped. Equip- 
ment is bound to be improved 
more rapidly than ever and to be 
scrapped at an earlier age. -The 
result will be to accelerate -the 
rise in output per manhour. 


Vil 


The outlook for the next few 
years in many regpects is not 
what one would like to seé it. 
First on any list of changes that 
one might desire is ending’ the 
cold war. High on the list would 
be some relief from taxation. And 
yet neither of these desires seems 
likely to be realized in the fore- 
seeable future. Nevertheless, -one 
cannot review the prospects of the 
economy without gaining consid- 
erable reassurance. Thanks 
mainly to the scientists and the 
technologists, the capacity of in- 
dustry to increase output is 
growing more rapidly than ever 
before. The econemy is not be- 
coming tradition-bound. It is not 
losing its capacity to develop 
new products or new processes. 


The intervention Gf the govern- 
ment into economic affairs is 
growing and will frobably con- 
tinue to grow. Much of this in- 
tervention is bad and simply rep- 
resents the efforts of politicians 
to buy votes. The most glaring 
example is the purchase of the en- 
tire silver output by the govern- 
ment at well above world market 
prices. This has been going on for 
some years. Other examples are 
found in the ridiculous levels at 
which prices of farm products are 
being supported. Some ofthe in- 
tervention is a mixture of good 
and bad—the mysterious. mess 
known as the anti-trust laws-is an 
example. But much of the in- 
tervention of the government 
meets real needs and strengthens 
the economy. Certainly the ceun- 
try is better off with some control 
of credit than without it, and the 
authority to control credit shottd 
be broadened and strengthenéd. 
Furthermore, the economy is bet- 
ter off with workmen’s compensa- 
tion acts, Federal old-age pension 
plans, and unemployment com- 
pensation plans than it would be 
without them. 


Proposals that the government 
prescribe new rules for business 
should, of course, be examined 


thoroughly and, indeed, viewed 
with some suspicion. Behind these 
proposals is often an interested 


group—sometimes a 


group of 
businessmen. 


I do not believe, 


however, that the intervention of 


the government will produce a 
new kind of socialism or that a 
centrally planned government is 
developing here. There are too 
many business concerns in the 
United States, it is too easy to 
start a new enterprise here, there 
is too much industrial research 
going on, and there are too many 
changes occurring in _ products 
and methods of production every 
day for the economy of this coun- 
try ever to become minutely con- 
trolled by the government. Con- 
sequently, the economy will con- 
tinue to be one in which the most 
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important decisions are made by 
millions of consumers and by mil- 
lions of business men within a 
fairly loose framework of rules 
prescribed by the government. 
For these reasons the economy 
will continue to be flexible, pro- 
gressive, and productive, respon- 
sive to changes in peoples’ desires 
and to discoveries in the field of 
technology — the economy in 
which the consumer has a wider 
range of goods to choose from and 
in which he gets more for his 
money than in any other economy 
in the world. 





What Lies Ahead for Business? 


consumers’ durables will also 
probably decline moderately, but 
this will probably be offset by a 
rise in consumer demand for non- 
durables which has been lagging. 
Another consideration is that trom 
the second quarter of 1949 to the 
first quarter of this year Federal 
Government expenditure for 
goods and services fell by over $3 
billion. Most of this decline has 
resulted from temporary disrup- 
tion of the military program 
through unification reorganiza- 
tion, tae economy drive, and con- 
gressional delay in putting 
through appropriations. Military 
spending will rebound and will 
give a small lift to the index of 
production. 


Consumer Spending 


Allowing for change in retail 
prices of food and clothing, con- 
sumer buying of nondurables has 
held remarkably steady for over 
2% years. It has run at approxi- 
mately a $100 billion level per 
year. Meantime, in terms of cur- 
rent dollars, congumer spending 
on services and on durables has 
increased about 19% each. Con- 
sumer spending for nondurables 
has begun to rise. This movement 
has a good chance of carrying 
through 1950 and probably well 
into 1951. Insofar as the buying 
is of new products it will not be 
fully reflected in the Federal Re- 
serve index. Nevertheless the fac- 
tors already mentioned, the rapid 
growth in population and the 
still more rapid percentage rise in 
number of families suggest the 
basis for a rate of industrial pro- 
duction over the next year aver- 
aging not far from 190. Should 
you choose to remember this tim- 
idly offered prediction, please re- 
member also that the Federal 
Reserve Board’s economic statis- 
ticians are hard at work on a 
thorough-going revision of the in- 
dex. Should the new series take 
the place of the old within the 
period of this forecast it may, for 
all I know, appreciably shift the 
current level. In other words, 
this forecase may be invalidated 
by economic developments, by 
economic statisticians, or by both: 

These forecasts for the next six 
months and for the next year, 
which you may think excessively 
optimistic, are frankly based upon 
the key assumption that neither 
among business managers nor 
consumers will a widespread ex- 
pectation of rapid change of the 
price level develop. If this does 
happen, in either direction, the 
course of production, of business 
inventories, of consumer spend- 
ing and of disposable income will 
be quite different from what I 
have here envisaged. 


The Specter of Unemployment 

In any event one cannot con- 
template the longer future with- 
out concern about a number of 
questions of which I shall cite 
only a few. With labor strongly 
organized and bargaining hard on 
a national scale there seems dan- 
ger lest, in forcing upon the less 
profitable concerns and regions 
the standards of pay and of non- 
wage payments won from the most 


prosperous concerns, labor may it- 


self contribute to unemployment. 
The rapid acquisition of con- 
sumers’ durables and houses is 
generating consumer debt and 
mortgage debt at extraordinary 
rates. The time will come when 
this stimulus will be lost as re- 
payments become an increasing 
or complete offset to new borrow- 
ings. Directly and indirectly our 
government continues to finance 
American exports in ways that 
can hardly be permanent. Its 
support of agricultural commodi- 
ties has reached appalling pro- 
portions and no end to the process 
is in sight. High government de- 
ficits in years of business pros- 
perity have already been men- 
tioned. A related point is gov- 
ernment maintenance of easy 
credit conditions and record law 
interest rates. So many anti-de- 
pression measures are already in 
use in a time of high activity that 
one wonders what new forces will 
be brought to bear when a serious 
decline of durable goods buying 
at length overtakes us. 

For years there has been much 
favorable discussion of the possi- 
bilities of counter-cyclical vari- 
ation of public construction as a 
contribution toward stability of 
employment. Commendable _ as 
this plan is in principle the exe- 
cution of it presents great diffi- 
culties. One of these was illus- 
trated recently in Senator Doug- 
las’ inability to win voting sup- 
port, in this time of high pros- 
perity, for deferment of certain 
river and harbor work. It is easy 
to get discretionary expenditures 
up; it is hard, once up, to get 
them down. A second difficulty 
is that appropriate timing of 
heavy public works requires cor- 
rect forecasting. Unless Messrs. 
Keyserling, Clark and Blough are 
more accurate in their predictions 
over the years ahead than most 
forecasters have been in the past, 
they will sometimes call for the 
start or for the deferment of proj- 
ects at the wrong time. Neverthe- 
less, I have confidence that, in 
spite of our provincialism, short- 
sightedness and inability to fore- 
cast, we shall somehow manage 
to lessen the next depression by 
lifting discretionary government 
spending above the level obtain- 
ing in the immediately preceding 
prosperity. 

I wish to end on a positive note. 
I should like, therefore, to con- 
clude my talk by reminding you 
that our economy has in recent 
years acquired new elements of 
strength to resist depressions. 
Since my own field of special 
study is finance, I shall limit my- 
self to two developments in that 
field. One is the increased 
strength of the commercial bank- 
ing structure. The other is cer- 
tain financial operations of the 
Federal Government. 

The laws under which our Fed- 
eral Reserve System now operates 
and the Reserve banks’ huge hold- 
ings of gold certificates combine 
to assure that Reserve bank 
credit can be abundant whenever 
the Board chooses to make it so. 
Abundant bank reserves may not 


prevent a contraction of bank 
credit, but they do remove a ne- 
cessity for contraction which in 
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past slumps has often intensified 
depression. The strength of the 
Federal Deposit Insurance Cor- 
porauon should maintain people’s 
confidence in the liquidity of the 
deposits in commercial banks. 
Also bank deposits are certain to 
shrink less in future business con- 
tractions than in the past. Until 
World War II the bulk of the as- 
sets matching the deposit liabili- 
ties of the commercial banks rep- 
resen.ed private debt to the banks. 
In times of slump the shrinkage 
in this private debt to banks in- 
volved a corresponding decline 
in deposits. Today over half of 
the banks’ earning assets are obli- 
gations of the Federal Treasury. 
In a period of business contrac- 
tion the banks are more likely to 
increase their holdings of Federals 
than to reduce them. Decline of 
a given percentage in bank loans 
to business will, therefore, gen- 
erate a much _ small relative 
shrinkage in deposits than for- 
merly. In fact, banks may expand 
their holdings of Treasury obliga- 
tions as much as business loans 
decline, in this way stabilizing the 
quantity of the circulating me- 
dium. 


Effect of Federal Fiscal 
Operations 


There is one reason for taking 
comfort in the fact that the re- 
ceipts and expenditures of the 
Federal Treasury have become so 
large a factor in the national in- 
come. In certain respects Federal 
fiscal operations tend automati- 
cally to limit both depressions and 
booms. In periods of shrinking 
employment the tax collections 
for social security fall and dis- 
bursements rise; in periods of ex- 
panding employment the tax col- 
lections rise and disbursements 
fall. The heavy and steeply pro- 
gressive personal income tax also 
operates as an automatic stabil- 
izer of disposable income. As in- 
comes rise in business expansion, 
the income taxes increase rela- 
tively more than the incomes; as 
incomes fall in a business slump, 
the income taxes decrease rela- 
tively more than the incomes. 
Since much of the tax is collected 
by withholding from payrolls, part 
of the effect upon disposable in- 
come is prompt. A policy of gov- 
ernment support of agriculture in 
times of weak markets appears 
certain to continue on some kind 
of basis. This also will tend to 
increase Federal expenditures in 
depressions and reduce them in 
booms. 


In conclusion, the general busi- 
ness prospect for the next year 
appears favorable. Also, our eco- 
nomic system has acquired certain 
new elements of strength to re- 
duce the severity of depressions. 
Our unsolved problems are too 
great to warrant optimism, but 
the favorable factors are sufficient 
to increase our courage to tackle 
the tough international and do- 
mestic tasks that lie ahead. 


Brown Bros. Harriman 
Appoint 4 Assist. Mgrs. 


Brown Brothers Harriman & 
Co., private bankers, 59 Wall 
Street, New York City, announce 
the appointment of four assistant 
managers. They are J. Eugene 
Banks, who is in charge of the 
institutional division of the bank’s 
investment department; Elbridge 
T. Gerry, Jr., an executive in the 
investment department; C. F. von- 
Glahn, railroad and transportation 
analyst, and John B. Madden, 
associated with the firm’s domes- 
tic and foreign commercial bank- 
ing operations. 

In addition to New York, the 
firm has offices in Boston, Phila- 
delphia and Chicago. 


Smith-Enders Land Co. 


KIMBALL, Neb.—Smith-Enders 
Land Co. is engaging in a secur- 
ities business from offices here, 
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As We See It 


The same sort of difficulty in even more exaggerated form 
has for centuries plagued what are now termed the “slave 
states” in Eastern Europe. It has been relieved or re- 
moved there, if indeed it no longer exists, by an alien and 
ruthless hand, which in this case literally stops at nothing. 


An Age-Old Idea Revived 

The danger that now hangs over the head of all Europe 
outside of the Kremlin orbit has sharpened the age-old 
effort to do something effective about it. It has in recent 
years revived the talk of a “United States of Europe.” It 
has recently given rise to the so-called Schuman proposal 
for economic collaboration among a group of historically 
suspicious, hostile, and jealous countries with rich iron 
and coal resources. It has inspired current efforts to ar- 
range effective military collaboration in defense against 
the menace of the East. The success of none of these ven- 
tures can well be taken for granted, although the urgent 
need of some sort of arrangement which would enable 
these peoples to act together in mutual defense is obvi- 
ously imperative. 

Into this maelstrom of conflicting and chaotic emotions, 
traditions, customs and language, we have injected our- 
selves with a will. There is, of course, difference of opin- 
ion as to whether we were wise in doing so. There well 
may be even sharper differences of view about projects 
now on the agenda for ourselves in the coming years. The 
fact is, though, that we are “in it” now and from all ap- 
pearances, are more or less certain to remain in it. All 
may, therefore, concede that it is of the utmost importance 
that the Administration in Washington and the American 
people get as good a grasp as they can of the fundamental 
nature of the phenomena with which we have to deal. 
Such an understanding is sadly lacking on many sides at 
present. Its acquirement would without doubt ‘“‘frae monie 
a blunder free us and foolish notion.” ) 


The first and most important truth for us Americans to 
realize is simply that these peoples from Finland in the 
north to Italy in the south, and from Austria or Western 
Germany in the east to France and Britain in the west, 
have and doubtless will continue to hold a variety of views 
about the ideal form of social and economic organization. 
Many of these views are radically different from those we 
hold so dear, or at all events until recently held so dear 
and still pay continuous lip service to. Several of these 
countries have tried “democracy” as we think of it, and 
their experience has not been particularly encouraging. 
In some instances what the Germans call “Ordnung” 
(order and discipline) is much more important than the 
ways of democracy as we practice it here in the United 
States. 

Their Ideas, Not Our Ideas 


In none or virtually none of them does the type of indi- 
vidual responsibility and initiative hold the same place as 
it has traditionally done in this country. In some, it at 
one time or another prevailed, but has long ago been dis- 
carded. Practically all these countries have long had pub- 
lic policies and public programs which would have ap- 
peared, and today appear to many of us, as hardly other 
than the work of Socialism. Paternalism is common in a 
degree never known here, often in a degree far surpassing 
even the New Deal and the Fair Deal—although for the 
most part much more intelligently and sensibly managed. 
In most of them, if not in each and every one of them, 
there is a strong “Socialist” movement. This term “Social- 
ism’ means many things to many men, of course, but in 
all these instances, it goes far beyond anything generally 
accepted in this country. Moreover, the term “Socialism” 
Carries with it no stigma as it does in the United States. 

In many of them, too, there is a substantial communistic 
movement. In almost none of them is any disgrace at- 
tached to membership in a Communist party, or in the 
preachment of Communist doctrines, which in practice as 
a matter of fact cannot always be easily distinguished from 
socialistic doctrines. Were it not for the fact that in this 
day and time, the Communist as such looks to the Kremlin 
for his orders and is “disciplined” in the sense that. 
whether acknowledged or not, he feels his first loyalty is 
to Stalin and not to his own government, there probably 
would be less emotional eruption about Communism in 


many of these countries than about many other shades of 
public views. 


_ Add all this up and one comes inevitably to the conclu- 
sion that American propaganda about “democracy,” “So- 
cialism,” and “Communism,” individual self-reliance. anti- 
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paternalism and all the rest, is almost certain to fall on 
deaf ears. 
One Thing Alone 


There is one thing and one thing alone—apart possibly 
from dollar bribes—that may possibly be capable of giv- 
ing real life and substance to any movement to bring the 
300 million or more people outside of the Russian orbit 
into any sort of cohesive force likely to last any length of 
time. That one thing is fear of the Kremlin. There are 
many, many people in all these lands who do not bat an 
eye at many things which would shock the average Ameri- 
can, but who do not relish being the victim of a foreign 
ruler as ruthless as is the Kremlin. 

But such a fear can be effectively employed by us only 
if skillfully used. We could easily be suspected of an ef- 
fort to build up ill-will and of aggressive intentions. We 
have entered a difficult and delicate situation where for 
centuries “ignorant armies clashed by night.” We shall 
need all the wisdom we can muster. 





NEWS ABOUT BANKS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 


AND BANKERS 





At a meeting of the directors 
of the Bank of the Manhattan 
Company, of New York, held on 
June 8 a quarterly dividend at the 
rate of 35c a share on the capital 
stock of the company was de- 
clared, payable July 1, to stock- 
holders of record on June 15. The 
transfer books will not be closed 
incident to the increase in the 
dividend from 30c to 35c a share. 
J. Stewart Baker, Chairman of the 
Board stated that it was the plan 
of the directors to discontinue the 
year-end dividend of 10c a share 
which has been paid for the last 
two years. He pointed out that 
if quarterly Gividends are main- 
tained on this new basis, they 
would amount to $1.40 a share per 
annum, compared with $1.30 a 
share per annum, including the 
year-end dividends, which the 
company has been paying. This 
is the 36lst dividend paid by the 
Manhattan Company since its or- 
ganization in 1799. 

™% a a 

Stephen Baker, 26 years of age, 
son of J. Stewart Baker, Chair- 
man of the Board of the Bank of 
Manhattan Company, of New 
York, died as the result of an au- 
tomobile accident, near Somer- 
ville, N. J..on June 11. Young Mr. 
Baker was clerking in the Bank 
of New York and Fifth Avenue 
Bank of New York; his engage- 
ment to Miss Mary Watts Belcher, 
daughter of Mr. and Mrs. James 
Malcomb Belcher, of Lo-An-Oak, 
N. J., was announced the latter 
part of May. Before he served 
Overseas in World War II with 
the 85th Division, Stephen Baker 
attended Hotchkiss School and 
after the war he attended Colum- 
bia University. 

a % * 

S. Sloan Colt, President of 
Bankers Trust Company, of New 
York, announced on June 12 the 
promotion of Allan K. Murray 
from Assistant Treasurer to As- 
sistant Vice-President, together 
with the election of Henry D. 
West as Assistant Treasurer, and 
Walter L. Jones as Assistant Sec- 
retary. Mr. Murray will be in 
charge of the bank’s new office at 
1002 Madison Avenue at 78th 
Street, which will open on July 
3, while Mr. West will take over 
Mr. Murray’s duties at the Rocke- 
feller Center office. Mr. Jones 
comes to the bank from the law 
firm of White & Case. 

a %: ee 

E. Chester Gersten, President of 
the Public National Bank & 
Trust Co., of New York, announces 
that Irving S. Mandel has been 
appointed a Vice-President. Mr. 
Mandel was formerly an Assistant 


Vice-President and is now in 


charge of the Branch Office Credit 
Division. 

James P. Flynn, Assistant Vice- 
President of the Central Hanover 
Bank and Trust Company, of New 
York, died suddenly on May 19. 
He was 47 years of age and had 
been with the bank for 30 years. 

Albert Kindler, real estate and 
insurance broker and Vice-Presi- 
dent of the real estate investment 
firm of Wolf & Kindler, Inc., was 
elected a Trustee cf the North 
Side Savings Bank, of New York, 
located at Third Avenue near 62rd 
Street, it waS announced on June 
12 by Fred Berry, President of 
the bank. 

a: + ue 

Through a stock dividend of 
$800,000, the Manufacturers Na- 
tional Bank of Lewiston, Maine, 
has increased its capital, effective 
May 29, from $200,000 to $1,000,- 
000, according to a recent Bulletin 
of the Office of the Comptroller of 
the Currency. 

a: o: ut 

At a special meeting on May 31 
the stockholders of the Lincoln 
National Bank of Newark, N. J., 
approved an increase in the bank’s 
capital from $1,200.000 to $1,500,- 
000. The Newark “Evening News” 
of June 1 reporting this added: 

“The increase is achieved by 
a stock dividend of 6,000 shares, 
plus sale through warrants of an 
additional 6,000 shares. The rights 
to buy new shares is on the basis 
of one new share for each eight 


held. Stockholders have _ until 
June 26 to exercise rights. 
a % “ 


A consolidation of the Seacoast 
Trust Company of Asbury Park, 
N. J., with the Asbury Park Na- 
tional Bank & Trust Co. was ef- 
fected under the charter and title 
of the latter on May 26. The 
June 5 Bulletin of the Office of 
the Comptroller of the Currency, 
in reporting this, said: “The initial 
capital stock of the consolidated 
bank will be $550,000, divided into 
55,000 shares of common stock of 
the par value of $10 each. The 
initial surplus of the consolidated 
bank will be $700,000, with initial 
undivided profits of not less than 
$430,000.” 

The capital of the Seacoast 
Trust Co. was $100,000 while that 
of the Asbury Park National 
Bank, before the consolidation, 
was $450,000. 

* % x: 

The stockholders of the Bank 
of Montclair at Montclair, N. J., 
are scheduled to meet on June 29 
to act on a plan whereby the Na- 
tional Newark & Essex Banking 
Co. of Newark, will purchase the 
assets and assume the liabilities 
of the Bank of Montclair the fol- 





lowing day. Announcement of 
the plans was made on June 9 by 
Robert G. Cowan, President of the 
National Newark, and Gilbert L. 
Morse, President of the Montclair 
Bank, according to the Newark 
“Evening News’ which said: 

“As a result of the transaction, 
the 5,000 outstanding common 
shares of the Bank of Montclair 
would be retired by a cash pay- 
ment, which it is expected will be 
in excess of $180 a share. The 
stock’s present book value is about 
$150. 

“Assets of the Bank of Mont- 
clair are approximately $13,600,- 
000, which will increase those of 
National Newark & Essex to well 
over $130,000,000. 


“In addition to approval of the 
plan granted by National Newark 
& Essex directors yesterday, it 
will be necessary for stockholders 
of the Bank of Montclair, the 
Comptroller of the Currency and 
the Department of Banking and 
Insurance of the State of New 
Jersey to approve the transac- 
tion.” 


Following the consolidation Mr. 
Morse will be a Vice-President in 
charge of the Bank of Montclair 
office of the National Newark & 
Essex Banking Co. 


James M. Grant has been elected 
Assistant Secretary of the Fidelity 
and Depssit Company of Mary- 
land and its affiliate, the Amer- 
ican Bonding Company of Balti- 
more. Mr. Grant was promoted 
on May 1 to his present position 
as an Assistant Manager of the 
companies’ office in New York. 
He had formerly served as Man- 
ager of the burglary department 
in that office and has been con- 
nected with the F&D in New York 
since 1934. 

Thomas J. Ternan, Jr, whose 
appointment as Manager of the 
Brooklyn branch of the Fi”elity 
and Deposit Company and _ its 
affiliate, American Bonding Com- 
pany, was announced last month, 
died suddenly on June 9 as a re- 
sult of a heart attack. He was 
born in March, 1905, in Philadel- 
phia. Mr. Ternan had been asso- 
ciated with the F&D for 26 vears, 
starting as contract bond solicitor 
with the Philadelphia office; he 
was made special representative 
of that office in 1930. He was 
appointed Manager of the Phila- 
delphia office in November, 1947. 

as % ae 

The directors of The First Na- 
tional Bank of Chicago at their 
meeting on June 9 directed the 
transfer of $5,000,000 from un- 
divided profits to surplus account. 
The capital of the bank is $75,- 
000,000, and with this transfer the 
surplus account is $80,000,000. 

a Ste * 

Charles A. Kanter, Chairman of 
the Board of Manufacturers Na- 
tional Bank of Detroit, Mich., 
announced on June 9 the apvoint- 
ment of J. Donald McMillan as 
Assistant Cashier of the bank. Mr. 
McMillan, a _ native Detroiter, 
joined the bank in 1947. 


ne % ct 


The First National Bank in Dal- 
las, Texas, is offering to common 
stockholders of record at 2 p.m. 
(CST), June 12, rights to sub- 
scribe to 150,000 new shares of 


common stock at $40 a share in 
the ratio of one-fourth share of 
new stock for each share held. 
Subscription warrants expire on 
June 26. The offering has been 
underwritten by a group headed 
by Merrill Lynch, Pierce, Fenner 
& Beane and First Southwest Co. 
which has agreed to purchase the 
shares not subscribed for by war- 
rant holders. Other members of 
the underwriting group include: 
Blyth & Co., Inc.; White, Weld & 
Co.; Dallas Union Trust Company; 
Equitable Securities Corporation; 
Rauscher, Pierce & Co. Inc.; Horn- 
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Jackson & Curtis, and R. W. 
Pressprich & Co. TLetails of the 
plans to enlarge the bank’s capital 
were given in our issue of June 8, 
page 2377. 

w * bd 

Pres. L. M. Giannini of the 
Bank of America National Trust & 
Savings Association of San Fran- 
cisco, nas announced that the 
bank’s offering of more than 
$70,000,000 of new common stock 
to the shareholders has been sub- 
stantially oversubscribed. The 
proposal attracted approximately 
115,000 separate subscriptions for 
about 3,750,000 shares in response 
to the offering of 3,523,896 shares 
under the plan which expired 
June 1. The offering, it is stated, 
was made without underwriting or 
managers except for a standby 
arrangement with Dillon, Read & 
Co. Inc., for a maximum of 100,000 
shares, an arrangement which will 
not be utilized in view of the 
oversubscription. In carrying out 
the offering, members of the Na- 
tional Association of Securities 
Dealers, Inc., were invited under 
an informal plan of compensation 
to assist shareholders in entering 
their subscriptions. The new cap- 
ital, it is said, will increase the 
total capital funds of the bank to 
approximately $400,000 000; capital 
funds, together with the reserve 
for possible loan losses, will total 
around $450,000,000, It is ex- 
pected that the number of the 
bank’s branches will be increased 
shortly to more than 550. Men- 
tion of the plans to increase the 
capital was made in our issue of 
May 18, page 2074. 

* a % 

The capital of the First National 
Bank of Portland, Oregon, has 
been increased from $4,500,000 to 
$7,500,000 by a stock dividend of 
$3,000,000. The new capital be- 
came effective May 29. 

* * ok 

The directors of Midland Bank 
Limited of London announce that 
Sir Colin Skelton Anderson has 
been elected a member of the 
bank’s board and of the board of 
the Midland Bank Executor & 
Trustee Company Limited. 


Rouse, Brewer 
& Becker Formed in 
Washington 


WASHINGTON, D. C.—Rouse, 
Brewer & Becker has been formed 
with offices at 734 Fifteenth St., 
N. W. to engage in the securities 
business. Partners are Edward B. 
Rouse, J. Newton Brewer, Jr., Ed- 
ward M. Becker. Messrs. Rouse, 
Brewer and Becker were formerly 
partners in Robert C. Jones & Co. 
with which Mr. Bruce was also 
connected. 


Joseph M. Batchelder 
Forms Own Company 


BOSTON, Mass. — Joseph M. 
Batchelder has formed Joseph M. 
Batchelder Co. with offices at 111 
Devonshire Street to engage in 
the securities business. Mr. Batch- 
elder, who will be President and 
Treasurer of the new firm, was 
formerly Vice-President of Fidel- 
ity Management & Research Co. 


J. A. Hogle Adds 


(Special to THe FinaNctaAL CHRONICLE) 

LOS ANGELES, Calif.—Timo- 
thy Wright has joined the staff 
of J. A. Hogle & Co., 507 West 
Sixth Street. He was previously 
with E. F. Hutton & Company. 


With Noble, Tulk 


(Special to THe FPrnaNnctaL CHRONICLE) 
LOS ANGELES, Calif.—John J. 
Byrne, previously with C. A. Bot- 
zum Co., is with Noble, Tulk & 
Co., 618 South Spring Street, 
members of the Los Angeles 
Stock Exchange. 
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The State of Trade and Industry 


meted from a $10,600,000,000 rate to $4,100,000,000, accounting for 
the month’s decline. 

On the encouraging side, it is noted, that excluding GI money, 
personal income in April climbed at a $600,000,000 a year rate 
to a total of $212,800,000,000. 

The agency said this income was due to larger payrolls and 
was offset by a drop in proprietor income stemming from farm 
sources. 

It is interesting to note that wage and salary receipts rose 
during the month to a $136,700,000,000 rate, or $1,800,000,000 above 
March. 

More activity in durable goods industries was responsible as 
the work week lengthened in companies producing transportation 
equipment, machinery and other fabricated metal products. 


Steel Operations Set for Ninth Week of High Output 


Despite the ninth consecutive week of record production, steel 
producers haven’t been able to make a dent in steel demand. In 
all major industrial areas steel users are practically grabbing the 
metal from the mills while it is still hot—and reaching out hun- 
grily for more. Some are paying huge freight bills to obtain 
supplies from distant areas. Some are paying premium prices from 
mills. Some are paying fancy prices for conversion tonnage—and 
want more. And a few are paying through the nose in the gray 
market, states “The Iron Age,” in its current review of the steel 
trade. 5 

More steel companies are joining the premium price parade. 
Their hand is being forced by higher costs for scrap, nonferrous 
metals, fuel oil and other supplies, according to this national met- 
alworking weekly. Although all major steel producers are gravely 
concerned over rising costs, none of them are planning to raise 
prices at this time. 

This week the action of the scrap market made steel people 
hopeful that they would be able to hold the line on steel prices. 
Reaction from the runaway market of recent weeks finally caused 
scrap prices to soften in several major consuming centers. 

Steel users are reconciled to a procurement battle extending 
through the balance of this year and a few far-sighted planners 
have been trying to arrange conversion of the first quarter of next 
year, this magazine cbserves. 

Many steel users and warehouses have already been told by 
the mills that every effort will be made to work off second quarter 
carry-overs during the third quarter. This was made necessary 
because the mills have fallen behind on their delivery schedules. 
On some flat-rolled products they are as much as 60 days behind 
schedule. 

In effect, working off second quarter carry-overs in the third 
quarter means that allocations during that period will be 
trimmed. On somé scarce items the cuts will amount to 50% 
or more. Although consumers will continue to receive steel as 
fast as the mills can turn it out, part of the tonnage will be for 
orders that were accepted for an earlier delivery. The mills want 
to operate close to their delivery schedules, and they have become 
cautious about overselling third and fourth quarter output. 

Although catch-as-catch-can procurement is costing some con- 
sumers extra money, and concern, steel supplies are sufficient to 
support a very high level of manufacturing, concludes “The Iron 
Age.” 

The American Iron and Steel Institute announced this week 
that the operating rate of steel companies having 94% of the steel- 
making capacity for the entire industry will be 101.1% of capacity 
for the week beginning June 12, 1950. This is 0.2 point below last 
week’s rate of 101.3%. 


This will be the ninth week in succession for the steel indus- 
try’s cycle of greatest production in which output will exceed 
1,900,000 tons, according to the Institute. 


This week’s operating rate is equivalent to 1,927,200 tons of 
steel ingots and castings for the entire industry, or 3,800 tons lower 
than one week ago. A month ago the rate was 101.3% and produc- 
tion amounted to 1,931,000 tons; a year ago it stood at 86.7% and 
1,598,300 tons. 


Electric Output Points Upward the Past Week 


The amount of electrical energy distributed by the electric 
light and power industry for the week ended June 10 was esti- 
mated at 5,920,827,000 kwh., according to the Edison Electric 
Institute. 

It was 288,893,000 kwh. higher than the figure reported for the 
previous week, 620,736,000 kwh., or 11.7%, above the total output 
for the week ended June 11, 1949, and 789,016,000 kwh. in excess 
of the output reported for the corresponding period two years ago. 


Carloadings Fall Due to Memorial Day 


Loading of revenue freight for the week ended June 3, 1950, 
which included the Memorial Day holiday, totaled 709,587 cars, ac- 
cording to the Association of American Railroads. This was a 
decrease of 71,372 cars, or 9.1% below the preceding week due 
to the holiday. 


The week’s total represented an increase of 10,763 cars, or 
1.5% above the corresponding week in 1949, but a decrease of 
111,619 cars, or 13.6% below the comparable period in 1948. 


Auto Output Breaks Thru to New High Point 


According to ““Ward’s Automotive Reports” for the week ended 
June 3, motor vehicle production in the United States and Canada 
advanced to an estimated total of 200,660 units, compared with the 
previous week’s total of 179.063 (revised) units. 


Total output for the current week was made up of 162,779 
cars and 28.806 trucks built in the United States and a total of 
6,831 cars and 2,244 trucks built in Canada. 

The week’s total compares with 130,151 units produced in the 
United States and 8,423 units for Canada in the like 1949 week. 


Business Failures Decline Further in Past Week 


Commercial and industrial failures dipped to 164 from 168 
in the preceding week, Dun & Bradstreet, Inc., reports. Casualties 
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were the lowest since the first week of 1950 and fell slightly below 
the comparable 1949 total of 174. Although failures remained 
above the 110 which occurred in the similar week of 1948, they 
were 41% below the prewar level of 279 in the similar week of 1939. 


Food Price Index Lifted to New High Since Jan. 18, 1949 


A further rise in the Dun & Bradstreet wholesale food price 
index lifted the June 6 figure to $6.00 up 1.0% from $5.94 a week 
ago. The current index marks a new high since Jan. 18, 1949, when 
it stood at $6.02. It shows a gain of 4.7% over the 1950 low of 
$5.73 registered on both Jan. 3 and April 18, of this year, On the 
corresponding date a year ago the index also stood at $5.73. 


Commodity Price Index at New High 


The daily wholesale commodity price index, compiled by Dun 
& Bradstreet, Inc., continued its upward course last week to reach 
a new high since mid-January, 1949. The June 6 figure at 266.08, 
compared with 263.73 a week earlier, and showed a rise of 9.7% 
over the 242.52 recorded last year at this time. 


Price movements in leading grain markets were irregular the 
past week. 


Following early strength, cash wheat prices turned lower as 
new crop grain began to arrive at southwestern terminals in ex- 
panding volume. 


Export trade in wheat continued to lag with demand from 
domestic mills remaining light. Fluctuations in corn prices were 
comparatively small, and final quotations slightly below those of a 
week ago. Demand for the yellow cereal was rather slow, largely 
due to continued poor feed business. Country offerings were ade- 
quate for all trade needs. 


Some expansion in bookings of Spring wheat flours was noted 
late last week as mills covered against advancing prices. Demand, 
however, was confined largely to small lots for immediate or near- 
by shipments. The export flour market remained quiet. Coffee 
prices were firmer, reflecting a broader demand by leading roast- 
ers. Volume of trading in coffee was the largest since the first of 
the year. The cocoa market was active. 


Aided by the tight statistical position and good trade and spec- 
ulative buying, both spot and futures prices rose to new hizh levels 
for the season. 


Lard values continued upward, assisted by persistent demand 
for both fresh and cured meats and strength in live hog markets. 
Cattle prices moved higher last week with choice fed steers leading 
the advance. 


Domestic cotton prices made further gains the past week. All 
active futures on the New York Cotton Exchange sold at new highs 
for the season with the New York spot quotation up 34 points for 
the week. Spot market sales in the week expanded sharply, total- 
ing 144,000 bales in the ten spot markets. This compared with 
111,100 bales the week previous, and was more than double the 
68,700 in the corresponding week a year ago. The sustained ad— 
vance in the staple reflected continued price-fixing against mill 
and export demand with contributing factors supplied by the 
higher than anticipatedd mid-May parity price and the possibili- 
ties of a relatively short crop and a tight supply situation during 
the opening months of next season. The parity price for cotton as 


of May 15 was 30.75 cents per pound, up 49 points over the mid- 
April price of 30.26. 


Retail and Wholesale Trade Shows Slight Increase 


With the prolongation of favorable weather over much of the 
nation, consumer demand increased slightly in the period ended on 
Wednesday of last week, states Dun & Bradstreet, Inc., in its cur- 
rent review of trade. Country-wide retail dollar volume was prac- 
tically unchanged from the level of the corresponding week in 1949. 


Interest in Summer lines was a large factor in stimulating the 
demand for apparel the past week. 


Sheer cotton dresses and sportswear were especially popular 
with women; other items evoking favorable response were lingerie, 
accessories, and hosiery. Tropical suits were favored by men, as 
were Panama hats and washable ties. Swim-suits, footwear and 
piece-goods were also in increased demand by shoppers. 


Housewives spent slightly more on food during the week. 
Prominent in demand were poultry, fresh vegetables and dairy 
products, 


There was a slight increase last week in the over-all volume 
of house-furnishings. Housewares were frequently requested, as 
were floor-coverings, bedding and refrigerators. 


Total retail] dollar volume for the period ended on Wednesday 
of last week was estimated to be from 2% above to 2% below that 
of a year ago. Regional estimates varied from last year’s levels 
by these percentages. 


New England, South, Northwest, +1 to —3; East, 0 to —4; 
Midwest and Pacific Coast, +3 to —1; and Southwest, +1 to +45. 


Pointed up by numerous Fall-line openings, wholesale order- 
ing rose somewhat in the week. The total dollar volume was 
slightly above the level for the equivalent period a year ago, There 
was an appreciable increase in the number of buyers attending 
wholesale centers last week; the number was close to last year’s 
figure. 


Department store sales on a country-wide basis, as taken from 
the Federal Reserve Board’s index for the week ended June 3, 
1950, rose 1% from the like period of last year. An increase of 
2% (revised) was recorded in the previous week from that of a 
year ago. For the four weeks ended June 3, 1950, sales showed a 
rise of 2% from the corresponding period a year ago, but for the 
year to date a drop of 2%. 


Retail trade in New York the past week increased with the 
advent of hot weather which stimulated the sale of vacation and 
Summer goods. As a result, department store sales volume ap- 
proximated the level of one year ago. 


According to the Federal Reserve Board’s index, department 
store sales in New York City for the weekly period to June 3, 
1950, show no change from the like period of last year. In the 
preceding week a decrease of 5% was registered from the similar 
week of 1949. For the four weeks ended June 3, 1950, a decrease 
of 1% was reported from the like week of last year, For the year 
to date volume decreased by 5%. 
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Five Years of Industrial Peace 


thought we would like to do in 
the next five years for our en- 
ployees, to promote bot. their 
welfare and the welfare of our 
business. This is how tie five- 
year agreement came about. 


The cost-of-living formula by 
which wages are adjusted each 
three months is a continuation otf 
the same principle used in the 
1948 agreement, applied in the 
same way. This provision protects 
our employees egainst inflation 
but in itself is neither inflationary 
or deflationary, but follows what 
other pressures have forced on 
the national economy. Inflation 
depends upon money supply, the 
fiscal policies of our Federal gov- 
ernment, credit policies of banks 
and finance companies, tariffs and 
subsidies, lack of production 
created by wars, strikes, export 
policies or partial crop failures, 
none of which the employees or 
the corporation have much to say 
about. 

The annual improvement factor 
of four cents per hour is an in- 
crease of one cent per hour over 
the three cents provided for in the 
1948 agreement. It is approximate- 
ly 2%% of average wages. Many 
people think it was arrived at 
based on what we expect or can 
achieve in General Motors. This 
is not so. The 2%% annual im- 
provement factor is somewhat less 
than the nation’s manu.acturers 
have been able to achieve on the 
average in the last 50 years. In 
addition, in 50 years the standard 
work has been reduced from 6) 
hours to 40. The standard of 
living of a nation cannot be 
raised at the same time a war is 
being fought, and the census of 
manufacturers apparently shows 
little improvement on the whole 
between 1939 and 1947 due to 
strikes and union conflict and 
restriction of work by unions, as 
well as the effect of the war. 


Expect Further Technological 
Improvement 


The rosy forecasts of the fu- 
ture made by many economists, 
and may I say some politic’ans in 
high places, are based, if there is 
any hope of their realization, on 
this same technological improve- 
ment. We in General Motors have 
subscribed to what we think is 
the average of what the country 
can do. Of course, we hope to do 
better ourselves and in addition 
to raising real wages continue our 
policy of improving our products 
and reducing our prices. We are 
certain that small businesses have 
just as great an opportunity to 
improve their efficiency and their 
operations and take advantage of 
modern knowledge and _  tech- 
nology as we have. In many in- 
stances they have greater oppor- 
tunities because they are not quite 
so far down this road. This applies 
even to digging ditches, as the 
improvement in our modern 
America ditch-digging equipment 
over the old pick and shovel is 
enormous. 


This principle of annual im- 
provement in real wages based 
on technology we also hold to be 
neither inflationary or deflation- 
ary. It does share promptly with 
workmen part of the fruits of 
technology. Unit costs are not in- 
creased since productivity is as- 
sumed to increase at least as fast 
as hourly wages. Therefore, no 
price increase should result from 
such wage.increases. On the other 
hand, the purchasing power of a 
dollar would tend to be stabilized 
instead of increased as would be 
the case if wages were held down 
and prices reduced and there 
were no inflationary pressures. 

of manufactured articles 
importantly depend on the cost of 
raw materials as well as labor, 


and the prices of many raw ma- 
terials do not fluctuate directly 
with the labor cost of producing 
them. Witness the recent increase 
in non-ferrous metal prices. Some 
people have apparently been look- 
ing forward to general wage re- 
ductions as well as price reduc- 
tions, which is another way of 
saying they are looking forward 
to a deflation. 


We believe that full recognition 
in this agreement by both parties 
that higher living standards de- 
pend upon technological advance- 
ments and the cooperative attitude 
of all parties in such progress is 
a very significant step ahead in 
labor-management relations. If 
there had been recognition of this 
principle in the agreements be- 
tween the railroads and their 
unions, there would have been 
no strike over the useless second 
fireman on _ diesel locomotives. 
The contract itself says: 


“The annual improvement fac- 
tor provided herein recognizes 
that a continuing improvement in 
the standard of living of em- 
ployees depends upon technolog- 
ical progress, better tools, methods, 
processes and equipment and a 
cooperative attitude on the part 
of all parties in such progress. It 
further recognizes the principle 
that to produce more with the 
same amount of human effort is a 
sound economic and social ob- 
jective.” 


The benefits of technology in 
rasing the standard of living of a 
country can be dissipated through 
strikes, work restrictions, feather- 
bedding, absenteeism, and an arti- 
ficially short work week. Without 
a clear understanding regarding 
this matter we would not have 
had the courage to promise in ad- 
vance a yearly increase in real 
wages. 

Both parties completely accept 
the principle of progress, includ- 
ing the use of machines, mechani- 
cal power and better organization, 
better working conditions and 
better arrangement of the work 
in order not to waste human ef- 
fort. If the people of our country 
really understand this principle 
and stick to it and are willing to 
work for the things they would 
like to have just as they have 
been willing to do in the past, I 
have no worries about our coun- 
try being able to stand the costs 
of pensions, insurance and high 
wages, 


The Insurance Package and 
Pension Plans 


Both the insurance package and 
the pension plan were worked 
out in order to assist employees 
in protecting themselves against 
the individual hazards of life. All 
parties recognize that such bene- 
fits mean some additional ac- 
counted cost, but no one can be 
sure to what degree these costs 
will be recovered through less 
sickness and absenteeism and 
through better morale and a co- 
operative attitude on the part of 
the employees. Many people have 
held that individual employees 
should pay for such _ benefits 
directly themselves from their 
wages, but the plan we have 
worked out will help employees 
acquire such benefits at probably 
lower cost than they could do it 
for themselves. Our plan should 
mean that practically all em- 
ployees are covered by these 
benefit plans. We often forget how 
hard it is for the average work- 
man to save money for a rainy 
day or for his old age. We have 
millions of salesmen abroad in 
our land trying to entice these 
same workmen and their wives 
to spend every last dollar they 
can get their hands on. It is im- 
portant that the nation’s work- 





men should spend for what they 
need or feel they should have 
and still have reasonable security. 
Basically they are the customers 
as well as the producers who 
maintain the economy of our na- 
tion. Only 40% of our national 
income is spent for subsistence 
living. The balance is spent for 
other things that give us our high 
American standard of living. The 
production, sale and purchase of 
these other things depend on both 
the confidence and the ability to 
buy. 

Increased vacation pay for em- 
ployees with 15 years or more 
service and the paying of one- 
half of the hospital and surgical 
coverage for the employee’s fam- 
ily, as well as himself, is an effort 
to give added recognition to our 
older and more experienced em- 
ployees. The additional increase 
of five cents per hour for certain 
skilled trades carries out this 
same idea. 


Union Security Provisions 


The union security provisions 
which resolve the issue of the 
union shop we believe are prac- 
tical and workable and reason- 
ably carry out the intent of our 
present labor laws, as well as the 
wishes of the majority of our em- 
ployees affected. They should en- 
able the union to carry out more 
effectively its responsibilities un- 
der the agreement while at the 
same time they provide job pro- 
tection to the minority of our 
employees who for reasons of 
their own do not desire member- 
ship in the union. In certain labor 
circles there is considerable dis- 
cussion over these provisions of 
our contract as to whether we did 
or did not grant a union shop. As 
a practical matter, any employer 
where unions have bargaining 
rights in his plants or office has 
a union shop not by the specific 
definition of the term but in a 
broad sense in that he must deal 
with the union in regard to wages, 
hours and other working condi- 
tions, including pensions and in- 
surance programs. The important 
thing is to have the union se- 
curity provisions worked out in 
such a way that they reasonably 
protect individuals against union 
purges or the abuse of unionism. 
In other words, a workman’s liv- 
ing cannot be taken away from 
him because he has gotten into a 
political tangle with his union. 


We put a great deal of value 
as a practical matter on the con- 
tract language of the agreement. 
Many of the important provisions 
of the contract have been main- 
tained with little or no change 
for more than 10 years. They are 
very important from our point of 
view in maintaining efficiency 
and order in our plants and avoid- 
ing misunderstanding and work 
stoppages. They provide for the 
establishment of fair work stand- 
ards and for fair treatment of 
employees. They recognize the 
basic principle that all individuals 
have a right to a hearing over any 
grievances they may have regard- 
ing their work. I would recom- 
mend that those who are inter- 
ested or who have the practical 
problem in their own businesses 
of working out agreements with 
unions should give at least as 
much attention to the contract 
provisions of our agreement as 
they do to the more dramatic 
wage and benefit provisions. 

We have been receiving many 
letters regarding this settlement 
—most of them favorable, a few 
from people who apparently still 
want to fight unions and from a 
few who are honestly questioning 
whether or not the contract is 
inflationary. I have one here from 
the wife of an employee which is 
very short but which says a great 
deal. I would like to read it to 
you. Here it is: 

“As the wife of one of your 
employees, I am writing to thank 
you for the wonderful thing you 
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have done. I am glad you realize 
men don’t want to strike — and 
that they do have to provide for 
their families, and that insecurity 
worries people. My husband said 
the next day after the good news 
the men were happy and worked 
hard and well.” 


When two years ago we first 
recognized the quarterly cost-of- 
living adjustment and the annual 
improvement factor in determin- 
ing wages, our agreement was 
promptly criticized by the “Mine 
Workers’ Journal and “Barron’s 
Weekly.” This encouraged us. 
All of the workmen in our plants 
understood the wage formula at 
once and were highly pleased 
since they understand money as 
a medium of exchange. Many 
employers and financial people 
did not seem to understand the 
agreement so well. Perhaps they 
were thinking of money as capital 
and were wondering what this 
agreement did to “their” capital. 
Many of those who were skeptical 
of our wage “tetermination for- 
mula two years ago decided that 
it was probably a pretty good plan 
after they saw how it worked out. 
This five-year agreement was 
promptly criticized by the “Daily 
Worker” and certain financial 
writers and commentators who 
dubbed the agreement inflation- 
ary. and not in the interests of 
business generally. Some even 
implied that the contract was not 
consistent with free enterprise 
and that it did not assure indus- 
trial peace but represented only 
temporary.appeasement. One 
manufacturér f6ok the trouble to 
write to a number of people 
prominent.in national business 
associations. . Perhaps without re- 
alizing it he took the classical re- 
actionary -pesition that has loaded 
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the guns for the Communists and 
Socialists regularly. 


Eliminating Class Conflict 


The problem is to work out an 
American solution for the rela- 
tions of labor and industry and 
not attempt to adopt the philos- 
ophy of class conflict from Eu- 
rope, either from the Communists 
and Socialists on the one hand or 
the cartel-thinking, non-competi- 
tive reactionaries on the other. 
A continuation of shotgun bar- 
gaining on the pattern familiar 
in the coal industry certainly will 
not contribute to the prosperity of 
our country or satisfy our people. 

Certainly General Motors be- 
lieves in free enterprise, in pro- 
ducing more and better things for 
more people and in serving its cus- 
tomers well. It also believes in fair 
treatment of its employees and 
holds that this is not in conflict 
with treating customers right. 
Any business that expects to show 
good profits should attempt to 
earn them through efficiency and 
progress and not just by collecting 
a toll. It sometimes seems to me 
that some people who talk free 
enterprise intend it for others and 
are reluctant to face competition 
themselves. Some even seem to 
use free enterprise talk as a cloak 
for a little extra selfishness. 

We do not expect this agree- 
ment to set a pattern of so many 
cents per hour or of so many dol- 
lars a month in the form of a 
pension nor in the form of certain 
insurance benefits intended to im- 
prove the health of the worker 
and his family. It is our hope that 
this agreement will set a pattern 
for bargaining based on principles 
that wili insure industrial peace 
and prosperity and minimize strife 
and industrial warfare. 


Coincidental with the closing of its 1949-50 indoor ride season 
recently, the Wall Street Riding Club celebrated the 15th anniver- 


sary of its organization. 


Founded in 1935 by enthusiastic eques- 


trians*from the financial district, the club has over the years 


attracted several hundred riders from the Wall Street area. 
original purpose of the club, “. . 


The 
. to further physical well-being 


through horseback riding exclusively for pleasure, recreation and 
other non-profitable purposes,” has been fostered continuously 
by its offigers'and directors, all employees in the financial com- 
munity. Almost from its inception, the club had its headquarters 
at the old Riding Club, which was later Aylward’s Riding Academy 
and-more lately the New York Riding Club, on West 67th Street. 
With the conversion of these premises into a television studio, 
the club moved its ride headquarters to the Split Rock Riding 
Academy, Pelham Manor, where they meet weekly for a con- 
dueted drill ride. During the outdoor season members ride as a 
group’on Long Island and in Westchester. 


Miss Marie R. Cambridge of 


Union Securities Corp. is Presi- 


dent of the club and Mrs. Mildred Butler of McLaughlin, Reuss 
& Co. is Vice-President. Other officers are: Mrs. Helen S. McGuire 
of the Milbank Fund, Secretary, and F. X. Hoart, Moore & Schley, 


Treasurer. 


These Members Have 85 Years Combined Membership 
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Mr. Wesley Ellmyer, National Aniline Division, Allied Chemical & 


Dye Corp.-~ Mrs. Mildred Butler, 
Mr. Joseph Landsberg, Brickman, Landsberg & Co.; 


President; 


McLaughlin Reuss, Vice- 


Mr. G. H. Struckmann, Bank of the Manhattan Company; Miss 


Marie R. Cambridge, 


Union Securities Corp., 


President; Mrs. 


Regina Hankinson, F. Eberstadt & Co., and Mr. F. X. Hoart, 
‘ Moore & Schiey, Treasurer 
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curity than in previous postwar 
periods. 

The next important thing to 
look at is the decline in unem- 
ployment which is very significant 
because unemployment is a very 
powerful economic force in the 
economy operating both on the 
economic and on the social front 
to cause disquiet in business and 
uncertainty in public policy and 
uncertainty about levels of buy- 
ing. Unemployment has dropped 
by more than 500,000; in fact, 
nearly 600,000 for three successive 
months and now stands at about 
3 000,000 contrasted with the post- 
war peak of four point seven mil- 
lion reached in February of this 
year. And I think one would be 
hard put to find a case where, 
after a postwar recession, unem- 
ployment receded so rapidly and 
so far from a peak in so short a 
time. 

I think that so far as the re- 
mainder of 1950 is concerned, the 
forces are already operative in the 
economy which, at least in my 
judgment—and it may be wrong 
—will carry us to even higher 
levels of activity for 1950 as a 
whole than we have thus far wit- 
nessed this year. And I would 
be very much surprised, indeed, 
if the total level of output, the 
real measure of activity through 
the economy in 1950 when we are 
through with it, not only did not 
exceed 1949 but if it did not ex- 
ceed 1948, because, as I’ve said, 
we’re about seven billion dollars 
above 1948 now in real terms, 
above the peak of 1948. As a 
matter of fact, the average for 
1948 as a whole, was more in the 
neighborhood of $258 or $259 bil- 
lion, rather than $262 billion or 
$263 billion, and we’re now up to 
$269 billion, pressing close to 
$270 billion. So much for this 
year. 


The Long-Term Outlook 


But naturally as prudent busi- 
ness analysts and as thoughtful 
citizens, we’re more interested in 
what’s going to happen after that, 
because a few months is a very 
short time in the life even of a 
business and no time at all in the 
life of a nation. The way I'm in- 
clined to answer that question is 
to say that the very short-run 
economic outlook can be forecast 
because the very short-run out- 
look is based upon things that 
_have already happened. The 
longer-run outlook cannot be 
forecast because it is not set by 
things that have already hap- 
pened but will be determined by 
things that are still going to hap- 
pen. The reason I say that we 
can with reasonable safety fore- 
cast the remainder of this year is 
because so many things have al- 
ready happened that it’s hard to 
see how they could change 
enough to make a very material 
_ difference in the course of 1950, 
but what happens in 1951 and 
in 1952 and in the years thereafter 
cannot be forecast because it de- 
pends on things that are still go- 
_ing to happen, which is another 
way of saying, because things 
don’t happen automatically. 

Things happen in our economy 
in two ways. They happen when 
.our business system does some- 
thing or doesn’t do something, 
and they happen when govern- 
ment does something or doesn’t 
do something. Therefore, when 
we talk about a longer period of 
time than the remainder of this 
year, instead of attempting to 
forecast, I’m tempted to say what 
happens to us in 1951 and in 1952 
and in years thereafter depends 
upon us. It depends upon what 
we do. It depends upon how our 


For Long Time! 


business system is ménaged and 
operated by those responsible for 
its conduct, how labor behaves 
Or misbehaves and how govern- 
ment behaves or misbehaves, how 
business behaves or misbeiaves. 
I’m not one of those w..o believe 
that the course of the American 
economy is determined by so.ne 
kind of super. atural laws. I tink 
it’s determined by what the ac- 
tors on the stage do, and I think 
that as we learn more about the 
relationship between waat we do 
and between what happens, we 
can come closér to shaping our 
future in terms’ of what we woula 
like it to be. © 

Having t.at*approac”’, the only 
way I can talk ebout the longer 
run future after 1950 is to try to 
identify some’ of the probiems 
whici it seems to me clear will 
be facing us and then to try to 
identi y some of the ways in 
whici business and labor and 
farmers and governme. t, working 
in part within’ their own sp..eres 
and I hope working more in co- 
operation and understa..ding, can 
move up intelligently on thuose 
problems. 


Problem of Renewed Inflation 


Now, what ere the problems? 
The first thing t. at comes to one’s 
attention is do we face a problem 
of renewed inflation. T at al- 
ways raises in my mird the q:'es- 
tion of what we mean by infla- 
tion, because the word is used in 
different ways to mean different 
things to different people. 


During the wer we had one 
kind of inflationary problem, and 
I trink that was a true example 
of an inflationary problem. We 
had government spendi: g for war 
time purposes run up suddenly 
to the stupendous figure of about 
$100 billion a year. We had no 
corresponding or even sizable re- 
duction of other kinds of i:comes 
because the war was financed 
mainly by borrowing rather than 
by taxation, and, therefore, we 
had a total svending power, pri- 
vate and public, which, roughly 
speaking, was one-and-a-half or 
two times the goods that could 
possibly be delivered, even at full 
employment, and I emphasize, 
even at full employment, because 
that’s a very important part of my 
argument. Even with everybody 
working we cou'dn’t turn out 
more than a half or two-thirds of 
the amount of goods that the pub- 
lic in general and the goverument 
wanted to buy. 

That was a truly in‘“lationary 
situation, and against tonat situa- 
tion we had to apply drastic 
measures of compulsory saving, 
of rationing, of controls, and so 
forth and so on, and tie job was 
done, not perfectly, but at least we 
got through it, and I suppose when 
historians write about it and com- 
pare it with how we managed 
World War I they’ll reach tie 
conclusion that the Areric ™n peo- 
ple did a pretty good job on the 
domestic front, just as they did 
a right good job on the fighting 
front in World War II; an amezing 
job considering how suddenly it 
came upon us and how big the 
job was. Then after a short pe- 
riod of uncertai>ty, we moved 
into the 1946-1948 period, when 
we again hed inflation of a type 
similar, though of a degree far 
less than, during the war. There 
again, the total amount of money 
waiting to be spent by c-nsumers 
and by government was larger 
than the amount of goods that 
the economy could turn out at 
full employment, ard I again em- 
phasize full employment. 

As a mesure af t*at. in 19493 
we had only about 2,000,000 un- 


employed, which I regard as 
probably lower than the number 
of unemployed consistent with a 
free and flexible labor market. 
In other words, we probably had 
an over-tight labor supply and 
we had many bottlenecks in pro- 


duction. So the total output at 
full employment, particularly in 
cer.ain strategic quarters of the 
economy, was not enough to take 
care of the demand created by 
tre spending power available, so 
we had inflation again, but of a 
more moderate character tnan 
during the war. I think that the 
program needed to deal with that 
kind of inilation was a much 
more moderate program than the 
one needed during tne war. 

I also happen to think person- 
ally that we fell a little further 
short of meeting that moderate 
challenge than we did of meeting 
the greater challenge of the war, 
and that is understandable be- 
cause people in peacetime do not 
react as promptly or as courage- 
ously as during war. That is na- 
tural, and there’s no use crying 
about that, and I suppose that in 
1949 we pa3id some cf the price 
for some of that neglect in a down- 
turn which fortunately, for other 
re°sons, was rather promptly cor- 
rected. 

Now we come into 1950, and we 
agcin hear rumblings of price 
rises accompanied by questions of 
w..ether inflation is in front of us. 
1 don’t see any signs of inflation 
being in front of us in the short- 
run or foreseeable {future in any 
sense comparable to the 1946 sit- 
uation, not to speak of the war. 
In the first place, contrasted wita 
only about 2,000,000 unemployed 
in 1948, we’ve averaged about 
three and a half million unem- 
ployed in the {first quarter of 1950. 
It’s reached 3,000,000 in the most 
recent months, and just as I said 
that I think 2,000,000 is too low, 
I’m definitely inclined to feel that 
3,000,000 is on the high side, and 
that 3,500,000 is very, very defi- 
nitely on the too high side, and 
I think most people felt during 
the first quarter of 1950 that un- 
employment was rising to too 
Ligh a level, although they did 
not yet feel particularly worried 
about it. 

So point one is that in the cur- 
rent and foreseeable future, we 
do not have the extreme tightness 
of labor supply which we had in 
1948, not to speak of World War 
II. Point two is that many bottle- 
necks have been removed, most 
in fact; I'll refer to a few; ca- 
pacity has increased, productivity 
has increased enormously, par- 
ticularly over the most recent six 
months, whereas in 1948, the total 
output of the economy was strain- 
ing against what we could pro- 
duce at full employment and 
creating botilenecks in some sec- 
tions. We have been thus far in 
1950, although at higher levels of 
output than in 1948, at much 
lower levels relative to our labor 
force and relative to our indus- 
trial and agricultural capacity. In 
other words, the $269 billion fig- 
ure which I have cited for the 
second quarter of this year is not 
2s high relative to our resources 
this year as the lower figure was 
in 1948, or to state it in another 
way, our total national output 
would probably have to rise from 
something like $269 billion now 
to $279 or $280 billion at the end 
of this year to bring us up to 
what I would call the full utili- 
zation of our manpower and plant 
and equipment and financial re- 
sources, short of inflation, but 
reducing unemployment to around 
2,500,000 or 2,500,000 plus which 
t would regard as about the op- 
timum level of unemployment. 


So we have a great deal more 
room in the economy than we 


had in 1948, and with productivity 
advancing still further and with 
the labor force increasing rapidly, 
we're going to have more room 
as we go alcng. So while some 
prices are rising in some quarters, 


I cannot see any short-run pros- 
pects of the kind of inflationary 
troubles that we had between 1946 
and 1948. In fact, I would state 
the problem quite the other way. 

I would say that, putting aside 
fragmentary situations, the real 
problem that we face from now on 
out, is expanding consumption. 
This assumes that we don’t have 
an extreme intensification of the 
cold war, and I'll leave that out 
of the picture because we all 
realize that if there should be an 
extreme intensification of the cold 
war, we would be living in an 
economic world so different that 
we'd have to take an altogether 
new frame’ of reference. That 
might happen. We all hope it 
won’t happen. We think there’s 
a good chance of its not happen- 
ing, but if it did happen, we’d 
be in an altogether different 
frame of reference, so my talk 
now is, of course, on the assump- 
tion that is a relatively constant 
figure, at least for the purposes 
of this discussion. 


Need Enlarging Markets 


If that’s the case, I think the 
problem we face over the next 
few years is the more traditional 
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problem not of inflation but of 
whether we can keep markets 
sufficiently open, whether our 
ci’ Sutive system can work suf- 
ficiently well to take off our 
tarms and off our  fac- 
tories the perfectly staggering 
amounts that our technology and 
our managerial skills and our 
labor force can produce. I think, 
broadly speaking, we’re back to 
the ravher traditional problem of 
the American economy, which in- 
cidenially is our problem alone, 
no o.her problem—no other econ- 
omy in the world has that prob- 
lem. They’re all extreme shortage 
economies, and therefore their 
probiems are much more difficult 
and in some ways much more in- 
surmountable than ours. We have 
a wonderful system. We just have 
to make it work smoothly. They 
have the problem of trying to 
build a system almost out of 
nothing for the most part, 


Now let me try to illustrate 
more specifically and in more 
quantitative terms, which may ap- 
peal to your practical minds, what 
the factual implications of that 
problem are. It all may be 
summed up in the rule which may 
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Illinois Central 


Illinois Central stock has been acting particularly well re- 
cently. It was ex-dividend $1.50 last week (the first distribution 
since 1931) but is still selling very close to the year’s high and 
not very far below the peak reached in the 1946 bull market. De- 
spite its sharp advance in recent months, many railroad analysts 
jook upon it as still representing one of, the best values in the rail 
group. It is believé@ that the stock may be considered safely on 
at least a $3.00 regular annual dividend basis (the initial declara- 


tion covered two quarters) and 


that there is a reasonably good 


chance that this rate may be increased over the not too distant 
future. Certainly earnings would appear to justify larger divi- 


dends. 


One factor contributing to recent strength was dismissal by 
the lower court of the suit of preferred stockholders for back 
dividends. This decision was handed « own late in May. The stock 
is noncumulative but some stockholders had contended that they 
were entitled to dividends in the years earned but not paid. The 
preferred is a small issue and the amount of money involved was 
not substantial. Nevertheless, the suit had injected some uncer- 
tainty into the picture. Now this uncertainty has been resolved. 
It is probable that the case will be appealed but the consensus 
is that it has little chance of success on the basis of the lower 


court ruling. 


At one time Illinois Central common was recognized widely 
as one of the top investment stocks in the railroad list. It had an 
unbroken dividend record going back to 1860 and in each of the 
years 1917-1930, inclusive, the rate was $7.00 a share. With the 
severe depression the distributions had to be discontinued late the 
following year. When the recovery came, and during the war boom 
and subsequent postwar prosperity, when earnings were substan- 
tial, dividends were not resumed. The company was faced with 
what appeared as an insuperable maturity schedule in the early 


1950s. 
problem. 


Available financial resources were dedicated to the debt 


Now the debt problem has been solved, and it is expected that 
the stock will again gradually assume its position among the rec- 
ognized investment issues. Even as things actually stood the com- 
pany’s depression record was not too bad. In the early and middle 
1930s there were four years in which deficits were sustained. In 
three of these years the losses were modest. On the basis of pres- 
ent reduced charges and with present Federal income tax rates, the 
company would have earned around $1.00 a share in each of these 
years. Only in 1935, when the company made a charge of nearly 
$8 million to maintenance for previous expenditures, was the defi- 


cit of any real moment. 


By the end of last year the company’s nonequipment debt had 
been reduced to $179 million, excluding two small 1950 maturities 
which had already been provided for. This represented a cut of 


$153,418,295 since the beginning 


of 1940, eouivalent to approxi- 


mately $113.00 a share of common stock outstanding. Through this 
debt retirement program, which was largely concentrated on early 
maturities, and an exchange offer made to holders of some bonds 
late last year and early in 1950, nonequipment maturities during 
1951-1955 have been cut at least to $51,620,000 and they may now 


be even smaller. 


Obviously this can no longer be considered a 


problem. As of the end of March the company had cash and equiv- 


alent of over $78 million. 


Over the past ten years earnings on the common have aver- 
aged more than $10.00 a share, all of which has gone into debt 
retirement, property rehabilitation, etc., calculated to improve the 
basic position of the shares. Last year per share earnings amounted 
to $11.20. In spite of the coal strike early this year, there was 
a modest year-to-year gain ($0.23 to £3.76) registered in the four 
months through April. A further gain is expected in May. On this 
basis it appears almost inevitable that ot least $12.00 will be re- 
ported for the full year 1950. The stcck is selling at only about 
342 times such prospective earnings. 
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Business Outlook Good 


geem a paradox but which is true 
that our economy cannot be stable 
by standing still. What that means 
is that if our total level of busi- 
mess output, our total level of eco- 
momic activity, our total G.N.P. 
stands still, even at the highest 
fevels that we have ever reached, 
we will move from month to 
enonth or from quarter to quarter 
or from year to year to higher 
and higher levels of unemploy- 
ment, unemployment both of man- 
power and of business reseurces, 
and I use the two almost inter- 
changeably. When I talk about 
unemployment, I’m not talking 
only about jobs. I’m talking about 
the other side of the coin, unem- 
ployment of jobs, unemployment 
of business opportunity, unem- 
ployment of financial resources 
and managerial skills. They all go 
together and correlate. 


Now let’s illustrate that. In 
2948, as I’ve said, we had about 
2,000,000 unemployed. In 1949 
with a drop of only 1% in the 
weal output, we have three and 
a half million unemployed. By 
February of 1950, with a higher 
output than in 1948 or 1949, but 
mot enough higher, we had four 
point seven million unemployed. 
Now we've gotten down to 3,000,- 
900 with a higher level of output, 
but it nonetheless illustrates the 
point that with productivity in- 
creasing and with the labor force 
increasing by 700,000 a year 
roughly speaking, you multiply 
aémcreased productivity and in- 
creased labor force and you have 
to have larger total output or 
you're goirg to have more unem- 
ployment, und a larger total out- 
put must correlate with larger 
total markets. 


Now let me illustrate that in 
two other ways. If by 1955, which 
ds only five years from now, our 
total output remained at the same 
fevel it is now, around $270 bil- 
fion, the highest level we’ve ever 
known, if we held that for five 
years, we wouldn’t be stable, we'd 
only be standing still, and we 
wouldn’t be stable because if we 
held that output for five years, 
we would five years from now, 
roughly speaking, have 10 to 11 
million unemployed because we 
would not be absorbing our pro- 
ductivity potential and our grow- 
ing labor force, and in 10 years 
from now, if we want to speculate 
that far, if we held the current 
level for 10 years, we’d have 16 
to 18 million unemployed. 


Stating that in a converse way, 
we have got to increase output, 
which means our business oppor- 
tunity, which means our total 
fevel of business, which corre- 
spondingly means our total dis- 
tribution of goods and services by 
3 to 4% a year even to hold our 
own, and if we do that—if we do 
hold our own in the true sense, 
if we make use of our technology 
and our productivity and our 
labor force and our plant, ca- 
pacity, and our investment oppor- 
tunities, we can lift this $270 bil- 
lion figure of the second quarter 
of 1950 to well over $310 or $315 
billion in real terms, not in price 
imcrease, within five years and to 
more than $365 billion within 10 
years. 

That is not a pipe dream. That 
is just a conservative calculation 
of rates of growth based upon 
analysis of current resources, cur- 
rent productivity trends, and 
gome use, though not too much 
use of the historical performance 
of the American economy in the 
past. And it is certainly not a pipe 
@ream but simple mathematics 
that if we don’t hit those levels, 
we will conversely hit higher and 


For Long Time! 


higher levels of unemployment, 
which will operate as more and 
more of a mass weight upon the 
economy as a whole and build 
up insurmountable problems both 
for business and for government, 
because it isn’t hypothetical that 
the population and the labor force 
are going to continue to grow, 
and it isn’t hypothetical that tech- 
nology is going to continue to im- 
prove, although we can’t compute 
the precise percentage per year. 
That is as known as anything can 
be in human affairs. 

Now that doesn’t mean, and I’m 
sometimes misunderstood, that I 
think we’re going to have 10 mil- 
lion unemployed five years from 
now, 16 to 18 million unemployed 
10 years from now. On the con- 
trary, I think we’re going to lick 
this problem. I think we’re going 
to find the way to find the mar- 
kets for what we can produce, 
and that is stating it in the sim- 
plest terms. 


Responsibilities of Private 
Economy 

About four-fifths, between four- 
fifths and three-quarters of the 
decisions, the actions, the price 
policies, the wage _ policies, 
the investment policies, the. 
selling and buying decisions that 
affect how the economy works 
are madein the private econ- 
omy, and therefore it follows that 
what happens in the private econ- 
omy will have a very impor- 
tant effect upon the economic out- 
look, and we want it to be that 
way because that is simply an- 
other way’ of saying that we don’t 
want a situation to be created 
where government would have to 
intrude more and more into the 
operations of the economy in or- 
der to achieve a reasonable degree 
of stability. 

The whole test of our ability as 
a free people to preserve the sys- 
tem we've got and that we all 
cherish is in the ability to find 
some ways in which private enter- 
prise can make its major contri- 
bution as it should to a much 
higher degree of stability than 
we’ve had in the past, and that in 
essence is equating production 
with sales. 


Now when you talk about con- 
sumption, it sound radical. When 
you talk about sales it sounds 
businesslike. Nobody yet has told 
me the difference between the 
two. I think a lot of our difficul- 
ties are in words and not in ideas. 
We've got to equate production 
with sales, and we want to equate 
production with sales at the high- 
est level of production of which 
we are competent, and not at some 
level very much lower than that, 
because if it’s at a much lower 
level, we’re squandering our op- 
portunities and our resources and 
forcing a large part of the busi- 
ness community out of business 
and forcing a large part of the 
labor force out on the streets and 
none of us wants to do that if we 
can help it. 


The problem of equating pro- 
duction with sales is essentially a 
problem of prices and wages, per- 
fectly obviously, because it is 
through prices and wages and the 
relationship between the two that 
on the one hand business gets a 
large enough margin above costs 
to have adequate profits for its re- 
financing, for its reinvestment, for 
the building up of its technology, 
and for incentives. And at the 
same time, wages are both a cost 
to the business man and an income 
to the worker who’s the mass of 
our consuming public in the par- 
ticular kind of industrial economy 
that we have, so the wages have 
to be low enough not to be too 
high a cost, but at the same time 
be high enough to provide enough 





purchasing power to buy goods at 
the price set. That’s a difficult 
problem, but it’s a problem with 
which business and labor are 
wrestling every day. 

I think we can find the keynote 
to a perfect solution of that prob- 
lem, but to a better one than we 
have had along these lines. That 
in those instances where prices 
tend to get too high, and we know 
as business men what we mean by 
too high. It’s not a moral judg- 
ment. Prices get too high when 
they are not at a sustainable level 
and therefore where they cannot 
be maintained at that level indef- 
initely without cutbacks in sales 
and production. That’s what we 
mean by prices getting too high in 
the economic sense, and sometimes 
they do. Some of them did in 
1948. 

Now the reasons that prices get 
too high, at least one of the im- 
portant reasons, at least in some 
fields where managerial decisions 
enter into prices, and Ill come to 
the competitive field, is not be- 
cause business is guilty of wrong- 
doing. It is rather because of a 
psychology which worked its way 
into present business custom in 
the past to think of fat years and 
of lean years and to want to 
gather enough reserves in a lush 
market to carry over a lean pe- 
riod. Now that’s perfectly defen- 
sible if we assume that our econ- 
omy must work that way, and no 
business man individually is to be 
pilloried for following that policy 
if our economy must work that 
way, but the question rather is 
whether our economy has to work 
that way and whether by adopt- 
ing that psychology, if it is adopt- 
ed on a large enough scale, it does 
not conspire toward making the 
economy work that way, because 
if a large enough number of busi- 
ness men and a large enough 
number of working forces act on 
the assumption that you’re build- 
ing up reserves in the fat years for 
the lean years, you’re going to 
create an unbalance in the econ- 
omy which produces the lean 
years, and I think in broad out- 
line that is fairly simple. 

Therefore, it seems to me that 
the essence of improved business 
price policy, and this goes for 
wages too, both on the high side 
and on the low side, is to try to 
adjust price analysis to wage an- 
alysis, as to what the economy can 
stand. and need in the long run 
assuming our growth potential 
rather than basing it upon an as- 
sumption of rapid ups and downs. 

In other: words, I think that if 
the conditioners of our business 
economy and if our labor groups 
start asking the question and sub- 
jecting to economic analysis this: 
what kind of price policy and 
what kind of wage policy, as we 
analyze the market, will best en- 
able us to realize in the long run, 
the growth potential which is the 
essence of economic health which 
I have referred to quantitatively 
in the beginning of my talk. 

I think that if that larger range 
viewpoint were taken and applied 
in business and in labor policy, 
you might call it faith in America, 
you might call it not selling 
America short, you can give it a 
lot of fancy titles and some of 
them are very helpful to our 
thinking, but what it really means 
is to recognize that in the long run 
we have always grown, that in the 
long run we must continue to 
grow, and that our problem is to 
try to accomplish that growth at a 
reasonably stable pace rather than 
through the very sharp and dis- 
turbing and sometimes catastroph- 
ic ups and downs that we've 


had, and I think that if business 
policy, including business and 
labor, could begin to conform 
more nearly to that long run faith 
and confidence in our business 
system and in the future of the 
country, and plan, if you want to 
call it that, I think business men 
plan—government planning is an- 
other matter—plan for the future 
as civilized members of the busi- 





The Commercial and Financial Chronicle ... Thursday, June 15, 1950 


ness community, I think we can 
make great gains. 

Now I think there are two evi- 
dences of that which indicate that 
I'm not just being Pollyannaish 
about this. One of them I’ve 
referred to, and I'll be through in 
a minute. First of all, during the 
period in 1948 when we were 
threatened by a recession and in 
1949 I believe that business man- 
agement did an enormously better 
job than they did in 1929 when 
we had a somewhat comparable 
threat, and because a greatly bet- 
ter job was done we came through 
it much better and not by acci- 
dent, and a better job was done 
because in essence, and I could 
give illustrations if I had time, 
business did just what I’m talk- 
ing about. It had to contract em- 
ployment some, it didn’t reduce 
wages much or at all, it contracted 
its investments a bit, but basi- 
cally it took account not only of 
the forecast for the next month, 
but of the longer range prospects, 
and in doing that, it kept its re- 
cessionary psychology within 
modest proportions and geared its 
policies as much as possible to the 
long range outlook of the econ- 
omy, and I think that did an im- 
mense lot to pull us through. 


The General Motors Contract 


Now another example of that 
more specific is the recent Gen- 
eral Motors contract, and I don’t 
want to go into that in detail 
and there are certainly aspects of 
it that may not be applicable to 
other industries, but I think in 
broad outline the significant thing 
about that involving our greatest 
single industry and our greatest 
single union is this; not that 
they’re forecasting five years of 
prosperity, I think that’s mis- 
nomer, but rather they’re adopting 
for their industry what might be 
called prosperity policies. 


In other words, they are in 
their industry pledging them- 
selves to the proposition that they 
must seek increased efficiency to 
meet rising labor costs, that they 
must pay higher real wages from 
year to year because that is the 
only way to get a market for in- 
creased productivity. 


That is not consistent with an 
assumption that as our economy 
moves along, we’re going to run 
to lower and lower levels of au- 
tomobile output. That particular 
industry has made a bet upon the 
future of the American economy, 
and I think it is a good bet and 
it’s good not because it’s a bet but 
because in that particular segment 
of the economy they have adopted 
prosperity policies. 

Now if with the _ variations 
necessary to a variety of situa- 
tions, we could have more indus- 
tries and more business men and 
more unions seeking to give their 
policies to an expanding and 
growing economy, I think that 
would create a great foundation 
for that kind of an economy. 


Government Policy 


Now coming to government pol- 
icy, I think government has to 
do much the same thing. The 
ocean of government policies is so 
great that I can’t cover it now. 
I’ve over-talked already. I'll be 
glad to answer questions on 
it, but government policy needs 
to be geared more and more not 
solely to the immediate objective 
of a particular program but to 
how that government policy af- 
fects the whole economy. Does it 
increase the production, which is 
the basis of all wealth, does it 
increase the production of the 
economy as a whole, does it stim- 
ulate business to the point where 
as much of that production as 
possible, allowing for certain na- 
tional needs which can’t be met 
in any other way are satisfied 
through our enterprise system 
rather than through government, 
although some things the govern- 
ment must do. Do we measure 
our tax policy and our social se- 
curity policy and our other poli- 
cies not only by their immediate 








objective but by how much they 
add to a dynamic and growing 
and expanding economy, and I’m 
hopeful enough to think that 
there has been a tendency in re- 
cent years to do just that not with- 
out errors, but the intent is there 
and I think progress is being 
made. 

And I think that has a very 
important bearing upon this ques- 
tion of the national budget. 
We've all noticed in the last few 
days that the estimate of the 
deficit for fiscal 1951 seems now 
to be about a billion and a half 
dollars lower than it seemed to 
be in January. Why? For the 
very same reason that the Coun- 
cil of Economic Advisors has been 
talking about it constantly, that 
the surest road toward a balanced 
budget and a budgetary surplus 
and reduction of the national debt 
in which we believe is a growing 
and expanding economy because 
no matter how you try and no 
matter what you do, you can’t in- 
crease revenues when profits are 
dwindling and you can’t reduce 
expenditures when unemployment 
is rising. 

If we can get back by the end 
of this year and the beginning of 
next year, fiscally speaking, to 
the levels of growth and output 
which seem to me implicit in the 
current situation and whici will 
follow from the adoption of sound 
policies all along. the line, 
we will achieve by fiscal 1951 an 
actual balance, altnough technni- 
cally not a balance pecause theve’s 
some lag in revenues, and by fis- 
cal ’52 a surplus in the budget 
even assuming current tax rales 
and current levels of expendi- 
tures. I, of course, would like to 
see economy applied to tne reduc- 
tion of expenditures where that 
can be done without sacrificing 
national objectives, and I think 
that within a few years tiine, if 
the economy grows as it can or 
should, we can lighten and read- 
just the tax burden. I don’t think 
that this is the moment for those 
who believe the existence of a 
deficit is the most disturbing fac- 
tor to business psycnology to 
clamor for large and incontinent 
further tax reductions just at this 
moment because you can’t have it 
both ways, and I think our econ- 
omy has shown, broadly speaking, 
that even under the current tax 
load it is moving forward. 

I'd like to see it lightened, I'd 
like to see it readjusted at some 
points, and I think we can move 
on that problem before too long 
as the business recovery moves a 
bit further and the deficit is still 
further reduced, but if on the 
other hand, instead of relyimg 
mostly upon the strength and pro- 
ductivity of the economy to carry 
us toward a balanced budget, we 
rely too much on contracting pol- 
icies either in outlays or in higher 
taxes where they might result in 
contraction of business, I think 
we're putting the cart before the 
horse and by adopting contracting 
policies, we will be contributory 
toward the contraction of the 
economy itself, and that’s basic- 
ally true of government policy as 
it’s true of private business pol- 
icy, so for both business and gov- 


ernment, I would say that the 
primary assumption is that the 
econcmy can grow, it has the 


seeds of growth planted in it, and 
if we work together and analyze 
carefully and try to cooperate, 
we can adopt policies which will 
make ’50 and ‘51 and ’52 and the 
years after that as rewarding as 
I am sure 1950 is going to be. 


With Morgan & Co. 
(Special to THe Frvanctat CHRoniciz) 

LOS ANGELES, Calif. — Sher- 
man F. Smith is now with Morgan 
& Co., 634 South Spring Street, 
members of the Los Angeles Stock 
Exchange. He was formerly with 
Fairman & Co. 
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Business Activity 


AMERICAN IRON AND STEEL INSTITUTE: 





Indicated steel operations (percent of capacity) — June 18 
Equiva.ent to— 

Steel ingots and castings (net tons)......._____.__-_.______.. —June 13 

AMERICAN PETROLEUM INSTITUTE: 

Crude oil and condensate output — daily average (bbls. of 42 
EE ADE EE Ee Re a ear. June 3 

Crude runs to stills — daily average (bbls.)_._-..______________ June 3 

LE LS a ena re Le era June 3 

I ll June 3 

Gas, oil, and distillate fuei oil output (bbls.)__-_____________ -—-June 3 

Se eae me June 3 

Stocks at refineries, at bulk terminals, in transit and in pipe lines— 
Finished and unfinished gasoline (bbls.) at-._-_._..___________ June 3 
nen Gn ae nh ecaemoaencsomeaiaiadumns June 3 
Gas, oil, and distillate fuel oil (bbls.) at-.._._-________________ June 3 
Er Se reese June 3 


ASSOCIATION OF AMERICAN RAILROADS: 
Revenue freight loaded (number of cars)__-_-_________________ June 


3 
Revenue freight received from connections (number of cars)__-_June 3 
CIVIL ENGINEERING CONSTRUCTION — ENGINEERING NEWS- 
RECORD: 
OE ee ST es 
Private construction Pa ee ee eS A ee ae ee June 8 
i bese 8 FS Pea a eS ee June 8 
State and municipal___- RE Ce Se Ct ee ae RE June 8 
Federal Pay Ate nl A Rats Se nie ae EE See em ee en ee June 38 
COAL OUTPUT (U. S. BUREAU OF MINES): 
ep eee ae June 3 
seenesyivanig aéuteratiie (tone)... -22. 2. Jgune 3 
Co 5 Pee eee ears ey eee ere non aes 
DEPARTMENT STORE SALES INDEX—-FEDERAL RESERVE SYS- 
BeSonic eee June 3 
EDISON ELECTRIC INSTITUTE: 
eS Ee ee ee eee yas ee June 10 
FAILURES (COMMERCIAL AND INDUSTRIAL) —DUN & BRAD- 
ge an = FS ee ee eee eR el eT June 8&8 
TRON AGE COMPOSITE PRICES: 
Finished steel (per lb.)____- ns tein haetibdlmnsdnienieen aaa a 
gt SSR eR Sa June 6 
Scrap steel (per gross ton)_____ ~~ ntct—nhineaimedaeme ee: 
METAL PRICES (E. & M. J. QUOTATIONS): 
Electrolytic copper— 
AS ES a a I pk Ptr June 7 
Bxuport refinery et........... se ee LAs 
Straits tin (New York) at____ ee a eee el 
 £ eg ee eae 
PT EE SC ee ok ee ae a ee June 7 
a 5 ae ee re rae ol EROS DERI 6 x June 7 
MOODY’S BOND PRICES DAILY AVERAGES: 
U. S. Government Bonds___.-_-_~- es igh di pausigabidniiaaanmaunieiiaomdiianel June 13 
gg a ee Re A Ee eee Pm ee a June 13 
area ee eae bn tictiicathstcnicch anche thtnipdintn svchtns tnttieih igtiti-shsen tnetmiaecaaiialdatnmaael June 13 
EE eS ae a ae 
il escent meen tae ship etiam a m a a 
Baa _- calbicaelnenailines a iesot) aiddiite di Ceipashhs inane eolcanmatildanl June 13 
Railroad ‘Group talent dingesiates : nd stNbeidcngnmeieumaaniidd ees June 13 
Public Utilities CTR A ee pit aatieeiemsomiedadl _._ June 13 
ae a ee ae mre pment ae 
MOODY’S BOND YIELD DAILY AVERAGES: 
| EERE ETS EE REE ae Oe Ra ae reef June 13 
Average corporate ____- " ‘ ‘ wo antuliteainsticady ee ae | June 13 
Aaa - ini oat —_ Le lL 
Aa . sins %s parendaesidliedaaal onan@ame 13 
a aie aS mene Spite cts aebinihatilndiyion cil inne SUE 13 
Baa ; dine “ -.. June 13 
Railroad Group . oe ps soieaens __ June 13 
Public Uti.ities Group__ ___ June 13 
Industriais Group —--- . as eC ea tC June 13 
eg ee a eer oe, 2 June 13 
NATIONAL PAPERBOARD ASSOCIATION: 
eT ee ee ee ee a ee a ee June 3 
Production (tons) —_ a, a _._.June 3 
Percentage of activity _June 3 
ae A * eee eee, eaegeee es ee ye Coton 2 
OIL, PAINT AND DRUG REPORTER PRICE INDEX—1926-36 
AVERAGE—100 - a 
BITOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF ODD- 
LOT DEALERS AND SPECIALISTS ON THE N. Y. STOCK 
EXCHANGE—SECURITIES EXCHANGE COMMISSION: 
Odd-lot sales by dealers (customers’ purchases )— 

Number of orders bi BE te LO a ee May 27 

Number of shares—Customers’ total sales... __~~--. ciptitianla ae 

Dollar value — ee __. May 17 

Odd-lot purchases by dealers (customers’ sales )— 

Number of orders—Customers’ total sales thinning ie 
Customeys’ short sales aniatendipundiiitsiitetndiigiaie May 27 
Customers’ other sales a ne — 

Number of shares Customers’ jy <a et .-May 27 
Customers’ short sales_- titi aici ~ssnm me Be 
Customers’ other sales eee, lO 

Dollar vaiue , " - 7 ee a Ue 

Round-lot sales by dealers— 

Number of shares—Total sales a onnuctinagenslinpeitiin lt Oe 
Short sales —_- : . eae a 86 
gt OE , a ee ee ee See ——— ly | 

Round-lot purchases by dealers— 
CE SS Ee meinnetnaningenittn my ae 
WHOLESALE PRICES NEW SERIES — U. S. DEPT. OF LABOR— 

1926—100: 

Be DO nitctctncdnnncuiinamemnncdynpiabbaadiiniewéiidim June 6 

Farm products — — parsineies . _.June 6 
Grains “ _ — apne QGe © 
RE ee ee - sasineiinabiantinns June 6 

Foods ee TCTs oo Sap o _...June 6 
Mez on ia June 6 

4ll deenmnoditios other than farm and foods_- a ee 

roo es penmiieihen hentiepatienaapainiadbateagibens June 6 

a June 6 

Metals and metal prcducts_______-___ RENE LARA a! TY 

MURGIOG MOC ein nena (alinaninicthints rtiianapmepanaaets aembiedniaels June 6 

Chemicals and allied products___-___- Se ee _June 6 


*Revised figure. ‘Includes 394,000 barrels of foreign crude : runs, 
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Latest 
Week 


101.1 
1,927,200 


“=9 
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ge 


wehbe 
Fong 
Aneo 


882 888388 
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g 
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$226,729 000 


128,391,000 
98,338,000 
71,760,000 
26,578,000 


9,291.000 
695,000 
143,100 


5,920,827 


164 


3.837¢ 
$46.38 
$40.92 


22.200 
22.425 
78.500 
12.000 
11.800 
14.500 


102.42 
115.63 
120.43 
119.20 
115.24 
108.16 
110.52 
116.61 

119.82 


w 
6 
60 
— 


254,251 
193,563 

83 
395,483 


120.7 


28.213 
%71,861 
$37,572,054 


32,303 

153 

32,456 
891,602 
6,738 
885,864 
$35,608,478 


301,690 
301,690 


260,980 


157.4 
166.4 
171.1 

225.7 
163.2 
243.9 
148.2 
135.7 
132.8 
172.6 
200.0 
114.9 


Previous 
Week 


101.3 
1,931,000 


5,118,000 
5,591,000 
18,704,000 
2,327,000 
7,201,000 
7,421,000 


122,757,000 
16,075,000 
40,607,000 
39,308,000 


780,959 
676,532 


$206 467,000 


100,240,000 
106,127,000 
95,493,600 
10,634,000 


719,085,000 
1,042,000 
*115,300 


»909 


5,631,934 


3.857¢ 
$46.38 
$37.25 


20.200 
20.425 
78.125 
12.000 
11.800 
13.000 


102.52 
115.63 
120.63 
119.20 
115.24 
103.54 
110.70 
116.80 
120.02 
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1£7,300 
209,: 350 


2 
9 


333 486 


6 


9 697 
91k 5,157 
$39,906,201 


35.199 
t< 9 


339,310 
339,310 


277,160 
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be ND ee ee ee 
IANvAAaUW 
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L-1W we Ww 
MO Ww O31 Oe S 


eee ee ee 


SaAwWORAUUAROWD 


Month 
Ago 
101.3 


1,931,000 


27,431,000 
13,364,000 
37,466,000 
38,766,000 


744,040 
655,734 


$183,343,000 


90,214,000 
93,129,000 
64,654,000 
28,475,000 


10,620.000 
953,000 
125,600 


301 


3.837¢ 
$46.38 
$32.08 


19.200 
19.425 
77.250 
11.500 
11.300 
12.000 


102.66 
115.82 
120.84 
119.41 
115.43 
108.52 
111.07 
116.80 
120.22 


32.672 
1.006.291 
$39,402,651 


37,338 
248 
37.090 
076.774 
9.352 
,067,422 
3,804,350 


~ 


wn 
w& 
a) 


Year 
Ago 
86.7 


1,598,300 


119,106,000 
21,858,000 
58,597,000 
64,065,000 


698,824 
562,875 


$226,161,000 
137,222,000 
88,939,000 
64,455,000 
24,484,000 


10,089,000 
964,000 
104,200 


t 
qu 
© 


5,300,091 





-~1W 


es 
on Om 


16,364 
460.372 
$17,336,932 
17,535 
174 
17,361 
466,116 
6.965 
459,151 
$16,058,341 


159,650 
159,650 


53,580 


156.2 
172.2 
154.3 
166.5 
2435.9 
146.0 
153.0 
129.9 
168.6 
192.0 
117.38 


AMERICAN IRON AND STEEL INSTITUTE: 
Steel ingots and steel for castings produced 
(net tons)—Month of May_ 
Shipments of steel products, 
and stainless 


including alloy 
(net tons)—Month of April 


AMERICAN ZINC INSTITUTE, INC 
May: 


Slab zinc smelter output, all grades ‘tons. of 

2,000 Ibs.) 
Shipments (tons of 2,000 ibs.)__.____--_.._--- 
Stocks at end of period (tons)__--__--__-- zs 
Unfilled orders at end of period (tons)__---~- 


-—Month of 


BUILDING CONSTRUCTION PERMIT VALUA- 
TION IN URBAN AREAS OF THE U. 8. 
—U. S. DEPT. OF LABOR — Month of 
March (000's omitted): 

All building construction________- 
Wwew residentiah, ..8....i.-...4 
New nonresidential —~_--_---~_- 
Additions, alterations, etc. 


BUILDING CONSTRUCTION—U. 
LABOR—Month of May 
Total new construction___- ksi dia 
BP AR oii cect cc iret mnie 
Residential building ‘nonfarm )____---~-~- 
Nonresidential pitem ed (nonfarm )____-- 
FOGMStTINL 4.4. <a 
Commercial 
Warehouses, cffice ‘and loft buildi ngs 
Stores, restaurants and garages 
Other nonresidential buildings- 
Religious , 
Educational] —-_- saat 
Hospital and institutional 
Social and recreational_- 
Remaining types 
Farm construction - : 
Public utilities - as 
Railroad : 
Telephone and telegrapn 
Other public utilities__._.____--- 
Public construction  ~_-----~~- af" 
Residential building ____. 
Nonresidential building ‘ot her ‘than mili- 
tary or naval) facilities 
Educational —_-- 
Hospital and institutional. Sivdiatd 
All other nonresidentiai__—-~-_- é 
Military and naval facilities__....__-_~ 
Highways —--_- ita tvaneais ecctindtiincnesliahs 
Sewer and water_ 
Miscellaneous public ‘service 
Conservation aud aevesophicnt_ 
All other public__- 


S. DEPT. OF 
(in millions): 


enterpris Ss 


BUSINESS INCORPORATIONS (NEW) IN THE 
UNITED STATES—DUN & BRADSTREcT, 
INC.—Month of April_- 


CASH DIVIDENDS — PUBLICLY REPORTED 
BY U. S. CORPORATIONS — U. S. DE- 
PARTMENT OF COMMERCE — Month of 
March (000's omitted)- 


CIVIL ENGINEERING CONSTRUCTION — EN- 
GINEERING NEWS-RECO&D — Month of 
May: 

Total U. S. construction 
Private construction 
kublic construction 

State and municipal. 
Federal 


CONSUMER PURCHASES OF COMMODITIES— 
DUN & BRADSTREET, INC. (1935-1939 
1u0;—Month of April 


=MPLOYMENT AND PAYROLLS—U. 5S. DEPT. 
OF LABOR—REVIS:ED S#RIES—Month of 
March: 

All manufacturing 
Durable goods 
Nondurable goods 

Employment indexe 
All manufacturing 

Payroll indexe 
All manufacturing 

Estimated number of 

turing industries- 
All manufacturing 

Durable goods 

Nondurable goods 


‘production workers) 


employees in manufac- 


FABRICATED STRUCTURAL STEEL ‘ AMERI- 
CAN INSTITUTE OF STEEL CONSTRUC- 


TION )—Month of — 
Contracts closed (tonnage) estimated 
Shipments (tonnage )—estimated 


HOUSEHOLD WASHERS AND IRONERS — 
STANDARD SIZE ‘(AMERICAN HOME 
LAUNDRY MANUFACTURERS’ ASSOCIA- 
TION )—Month of April: 


Factory sales of washers (units) 
Factory sales of ironers (units) 
Factory sales of dryers (units) 


MONEY IN CIRCUI 
As of April 


LATION—TREASURY DEPT. 
30 «(000's omitted) 


MOODY'S WEIGHTED AVERAGE YIELD OF 
200 COMMON STOCKS—Month of May: 

Industrials (125) 

Railroads (25) 

"Utilities (24) 

Banks (15) 
Insurance 
Average yield 


10) 
(200) 


UNITED STATES EXPORTS AND IMPORTS— 


BUREAU OF CENSUS — Month of April 
(000's omitted): 

Exports 

Import 


UNITED STATES GROSS 
GUARANTEED— 000 : 
As of May 31 
General fund balance 


DEBT DIRECT 


omitted ): 


AND 





Net debt a a 
Computed annual rate : caine 
*Revised +Preliminary figures. 


Latest 
Month 


*8,549,038 
5,780,453 


79,645 
90,346 
41,819 
66,430 


$854,156 
563,650 
204,676 
85,830 


$1,941 
1,410 


$483,200 


$931,153,000 


492,953,000 
438,200,000 
299,228,000 
138,972,000 


301.4 


11,549,000 
6,070,000 
5,479,000 

141.6 
41.0 


333.5 
14,094,006 


7,418,000 
6,676,000 


150,542 


1ac f\7 
40 Vi 


$808,100 
583,300 


$256,370,179 


4,463,676 


Previous 
Month 


*8,212,672 
5,723,340 


75,877 
83,133 
52,520 
56,304 


*$572,464 
*356,725 
*156,049 

*59,690 


*$1,702 
1,254 
720 
244 
70 
74 

22 

52 
100 
27 

19 

26 

16 

12 

30 
260 


° 


~ 


48 
184 
448 


5 
25 


160 
86 
46 
34 
10 

#415 
50 
10 
60 
18 


9,180 


$818,400 


$886,864,000 
551,681,000 
335,183,000 
279,442,000 
55,741,000 


298.2 


139.9 
139.9 


*329.9 


13,996,000 
,325,000 
*6,671,000 


6.18 
6.72 
5.27 
4.38 
3.44 
5.98 


$867,800 
664,400 


$255, 739,702 
4,701,858 


(2501) 45 


The following statistical tabulations cover production and other figures for the 
latest week or month available. Dates shown in first column are either for the 
week or month ended on that date, or, in cases of quotations, are as of that date: 


Year 
Age 


ANF 


$467, 100" 


$296,128, 0008 
436,740,008" 
459, 388,00@ 
338,238, 000 
121,150,000 


303. 


$1,166,008 


$251,912,40@ 


3,162,695 





$251,906,509 


2.199% 


$251,037,844 $248, — 
2.238% 


2.200 % 


{Not including stocks of American Tel. & Tel. 
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Securities Now in Registration 


Allied Electric Products, Inc. (6/20-22) 

May 24 filed 160,vuU0 shares of preterred stock (par $6) 
and 100,000 shares of common stock (par $1), to be 
offered in units of one preierred share and one-half 
share of common at $7.50 per share; remaining 20,000 
common shares at $4.50 per share. Underwriter—Hill, 
Thompson & Co., New York City. Proceeds—To repay 
bank loans and accounts payable, for machinery, equip- 
ment and other corporate purposes. 


American Ciadmetais Co. (6/19-21) 
March 31 filed 480,000 shares of common stock (par 
$1). Price—$1.50 per share. Underwriter—Graham & 
Co., Pittsburgh and New York. Proceeds—To install 
additional facilities and for working capital. Expected 
next week. 


American Metal Products Co. 
May 19 filed 426,000 shares of common stock (par $2). 
Price—$20.8742 purchase. Underwriter—Reynolds & Co. 
Proceeds—To go to selling stockholders. To be publicly 
offered today. 


® Amity Leather Co., West Bend, Wis. 

June 8 (letter of notification) 1,000 shares of 7% pre- 
ferred stock (par $100), to be purchased from present 
stockholders at par value and reoffered to employees at 
same price. No underwriter. 


Ampal-American Palestine Trading Corp. 
April 10 filed $3,000,000 of 1U-year 3% sinking fund de- 
bentures. Underwriter — Israel Securities Corp., New 
York. ‘Proceeds—To increase working capital to be used 
for enterprises in Israel. Business—Developing the eco- 
nomic resources of Israel. 


Arkansas Power & Light Co. (6/19) 

May 23 filed $6,000,000 of first mortgage bonds due 1980 
and 155,000 shares of cumulative preferred stock (par 
$100). Underwriters—to be determined by competitive 
bidding. Probable bidders for bonds: Halsey, Stuart & 
Co. Inc.; Equitable Securities Corp. and Central Republic 
Co. (jointly); White, Weld & Co.; First Boston Corp. 
and W. C. Langley & Co. (jointly); Lehman Brothers; 
Union Securities Corp.; White, Weld & Co.; Merrill 
Lynch, Pierce, Fenner & Beane. Probable bidders for 
preferred stock: First Boston Corp. and W. C. Langley 
& Co. (jointly); Equitable Securities Corp.; and White, 
Weld & Co. (jointly); Union Securities Corp.; First Bos- 
ton Corp.; Lehman Brothers. Proceeds—To be applied 
to (a) redemption on Aug 1, 1950, at $110 per share plus 
dividend accruals, of all the 47,609 shares of outstanding 
$7 preferred and 45,891 shares of outstanding $6 pre- 
ferred; (b) the prepayment of $5,000,000 of 2% serial 
notes held by Central Hanover Bank & Trust Co.; and 
(c) the carrying forward of the company’s construction 
program. Bids—To be received by company at Room 
2033, Two Rector St., New York 6, N. Y., up to noon 
(EDT) on June 19. 


Arkansas Western Gas Co. 
May 2 (letter of notification) 28,948 shares of common 
stock (par $6) to be offered at $10 per share to holders 
of warrants at the rate of one share for each nine now 
held. No underwriter. Proceeds for construction. Office 
—28 E. Center Street, Fayetteville, Ark. 


Associated Natural Gas Co., Tulsa, Okla. 
March 14 (letter of notification) 2,500 shares of common 
stock at $100 per share. No underwriter. Proceeds to 
build a natural gas transmission line. Office—105 N. 
Boulder, Tulsa, Okla. 


® Bond Fund of Boston, Inc. 

June 9 filed 300,000 shares of capital stock. Underwriter 
—Vance, Sanders & Co., Boston. Business—Investment 
company. 


®@ Calon Corp., Washington, D. C. 

June 7 (letter of notification) 35,000 shares of 6% cumu- 
lative participating preferred stock, to be offered at par 
($1 per share). No underwriter. Proceeds to finance 
pre-production activities. Office—Union Trust Bldg., 
Washington 3, D. C. 


Canam Mining Corp., Ltd., Vancouver, B. C. 
Aug. 29 filed 1,000,000 shares of no par value common 
stock. Price—800,000 shares to be offered publicly at 
8% cents per share; the remainder are registered as “bonus 
s ares.” Underwriter—Reported negotiating with new 
u' derwriter. Proceeds—To develop mineral resources. 
£ tement effective Dec. 9 Indefinite. 
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@® Canton Grain Co., Inc. 

June 5 (letter of notification) 750 shares of class A stock 
at $100 per share. No underwriter. Proceeds—To build 
a grain elevator and storage facilities. Address—Box 2636, 
Northwest 30th and Council Road, Bethany, O. 


Central Fibre Products Co., Inc., Quincy, III. 
May 22 (letter of notification) 4,200 shares of non- 
voting common stock (par $5). Price—$23 per share. 
Underwriter—Bosworth, Sullivan & Co., Denver, Colo. 
Proceeds—To selling stockholders. 


Christina Mines, Inc., N. Y. City 
May 24 filed 400,000 shares of common stock (par 50 
cents). Underwriter None. Price—$1 per share. Proceeds 
—For exploration on 6,435 acres of copper, gold and 
silver mining property in Cuba and mining and shipment 
of ore. 


Cincinnati & Suburban Bell Telephone Co. 
May 2 filed 234,856 shares of common stock being offered 
stockholders of record May 26 at rate of one share tor 
each three held; rights to expire July 3. Price—At par 
($50 per share). Underwriter—None. Proceeds—For 
expansion and to reduce bank loans incurred for con- 
struction. Statement effective May 22. 


@ Citizens Credit Corp., Washington, D. C. 

June 2 (letter of notificat.on) 3,000 shares of class A 
common stock (par $12.50) and 1,000 shares of class B 
common stock (par 25 cents), to be sold in units of three 
shares of class A stock and one share of class B stock. 
Price—$44.50 per unit. Underwriter—Emory S. Warren 
& Co., Washington, D. C. Proceeds—For general funds. 
Office—1707 Eye St., N. W., Washington, D. C. 


Citizens Telephone Co., Decatur, Ind. 
April 27 (letter of notification) 3,000 shares of 44% 
preferred stock, non-convertible. Price—At par ($100 
per share). Underwriter—None. Proceeds—For pliant 
additions and conversion to dial operations. Office— 
240 W. Monroe St., Decatur, Ind. 


®@ Coca-Cola Bottling Co. of St. Louis 

June 5 (letter of notification) 2,800 shares of common 
stock (par $1) to be sold at $30 per share by Willard R. 
Cox, President. Underwriters—G. H. Walker & Co. and 
Wm. F. Dowdall & Co., St. Louis. 


Columbia Gas System, Inc. (6/20) 

May 26 filed $110,000,000 of debentures, series A, due 
June 1, 1975. Underwriters—To be determined by com- 
petitive bidding. Probable “bidders: Halsey, Stuart & 
Co. Inc.; Morgan Stanley & Co.; Salomon Bros. & Hutz- 
ler; Lehman Brothers; Merrill Lynch, Pierce, Fenner & 
Beane. Proceeds—To redeem $14,000,000 of 1%% serial 
debentures and $77,500,000 of 34% debentures due 1971; 
and $17,500,000 for construction program. Bids—To be 
received by company 11:30 a.m. (EDT) on June 20, 
Statement effective June 13. 


Combustioneering Inc., Cincinnati, Ohio 
June 5 filed 30,000 shares of class A capita] stock. Under- 
writer—None named as yet. Price—$100 a share. Pro- 
ceeds—For offices and equipment, expenses and working 
capital. Business—Research in field of smelting and 
heating-treating of metals. 


Commonwealth Natural Gas Corp. 

May 26 filed an estimated 250,000 shares of common 
stock (par $5) of which 38,700 shares are first to be 
offered to common stockholders on a share-for-share 
basis. Underwriters—Scott & Stringfellow and Ander- 
son & Strudwick. Price—To be supplied by amendment. 
Proceeds—To build a pipeline, to cover financing costs 
and provide working capital. 


@ Continental Car-Na-Var Corn., Brazil, Ind. 
June 7 (letter of notification) 285 shares of common 
stock (par $1) to be sold at $2.50 per share by D. E. 
Smalley, Secretary of the company. Underwriter—L. D. 
Sherman & Co., New York. 


Dallas Power & Light Co. 
May 10 filed $24,500,000 of 234% first mortgage bonds, 
due 1980. Underwriter—Issue awarded June 14 to The 
First Boston Corp. and associates on their bid of 100.82999 
and will be reoffered this week at 101.33 yield 2.685%. 
Proceeds—To retire $16,000,000 of first mortgage bonds, 
pay note indebtedness and for construction. 


Dayton Power & Light Co. (6/21) 
May 31 filed 75,000 shares of cumulative preferred stock, 
series C (par $100). Price—To be filed by amendment. 
Underwriters—Morgan Stanley & Co. and W. E. Hutton 
& Co. Proceeds—For 1950 construction program. 


(The) Dean Co., Chicago 
April 10 (letter of notification) 1,000 shares of common 
stock. Price—At par ($10 per share. Underwriter— 
Boettcher & Co., Denver and Chicago. Proceeds—For 


general corporate purposes. Offering—Only to residents 
of Illinois. 


Dome Exploration (Western) Ltd., 
Toronto, Canada 

Jan. 30 filed $10,000,000 of notes, due 1960, with interest 
at 1% in the first year, 2% in the second year, and 
3% thereafter, and 249,993 shares of capital stock (par 
$1). To be sold to 17 subscribers (including certain part- 
ners of Carl M. Loeb, Rhoades & Co., State Street Invest- 
ment Corp. and State Street Research & Management 
Co.) Underwriter—None. Proceeds—For general funds. 
Business—To develop oil and natural gas properties in 
Western Canada. 





@ INDICATES ADDITIONS 
SINCE PREVIOUS ISSUE 


@ Eastern Stainless Steel Corp. (6/28) 

June 7 filed 100,000 shares of capital stock (par $5) to 
be offered to stockholders around June 28 at the rate 
oi tive new shares for each 16 held; rights to expire 
about July 12. Underwriter—Allen & Co., New York. 
Price — To be filed by amendment. Proceeds—To pay 
bank loans and for working capital. Business—Siainless 
sieel plates and sheets. 


Equitable Gas Co. (6/26-30) 

May 23 filed $3,000,000 of 20-year 33,% sinking fund 
debentures, due March 1, 1970, to be sold by The Phila- 
delphia Co. from its present holdings. Latter now plans 
sale of $11,000,000 of said debentures. Underwriter—To 
be determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Kuhn, 
Loeb & Co. and Smith, Barney & Co, (jointly); Harri- 
man Ripley & Co., Inc.; Kidder, Peabody & Co., Merrill 
Lynch, Pierce, Fenner & Beane and White, Weld & Co. 
(jointly); Glore, Forgan & Co.; Lee Higginson Corp. 
Proceeds—To retire 100,000 outstanding shares of $6 
cumulative preference stock by Philadelphia Co. Ex- 
pected late this month. 


First Springfield Corp., Springfield, Mass. 
May 29 (letter of notification) 5,471 shares of common 
stock. Price—$15 per share. Underwriter — Springfield 
Mortgage Corp., Springfield 3, Mass. Proceeds — For 
working capital. 


Front Range Mines, Inc., Denver, Colo. 
June 2 (letter of notification) 100,000 shares of common 
capital stock (par $1). Price—$1.25 per share. Under- 
writer—Blair F. Claybaugh & Co., New York. Proceeds 
—For operating capital. 


Gatineau Power Co., Ottawa, Canada (6/15) 
May 26 filed 600,000 shares of no-par common stock, to 
be offered by International Hydro-Electric System, first 
to holders of International Electric’s matured and par- 
tially retired 6 debentures (offer to expire June 26) and 
then to the public. Underwriters—Merrill Lynch, Pierce, 
Fenner & Beane; Kidder, Peabody & Co., and Harriman 
Ripley & Co., Inc., will take 340,000 shares, with an 
option on 260,000. Price—To be supplied by amendment. 
Proceeds—To be applied to retirement of all 6% deben- 
tures not exchanged. No proceeds to Gatineau. 


@® General Fuse Co., South River, N. J. 

June 9 (letter of notification) 43,000 shares of common 
stock. Price—$l per share. Underwriter—None. Pro- 
ceeds—For working capital and expansion of production 
facilities. Office—Robert Street, South River, N. J. 


@ General Glaze Corp., Baltimore, Md. 

June 2 (letter of notification) 25,000 shares of non-cumu- 
lative 5% preferred stock ($5 par) and 75,000 shares of 
20 cent par value common stock (par 20 cents). Price— 
$5.60 and 60 cents per share, respectively. Underwriter— 
John C. Legg & Co. Proceeds — For organizational ex- 
penses, machinery and equipment, and manufacturing 
costs. 


General Radiant Heater Co., Inc. (6/15-16) 
May 3 filed 170,000 shares of common stock (par 25¢). 
Price—$3 per share. Underwriter—Mercer Hicks Corp., 
New York. Proceeds—For plant and warehouse, adver- 
tising research, working capital, etc. 


@® General Telephone Corp. (6/28) 

June 12 filed 199,350 shares of common stock (par $20) 
to be offered to common stockholders of record about 
June 28, next, 199,350 additional common shares in the 
ratio of one new share for each six shares held. Rights 
will expire on or about July 12. The offering will include 
an oversubscription privilege. Price — To be filed by 
amendment. Underwriters — Paine, Webber, Jackson & 
Curtis; Stone & Webster Securities Corp. and Mitchum, 
Tully & Co. Proceeds—To purchase additional common 
stock of operating subsidiaries, and to make advances to 
these companies pending the permanent financing of new 
construction. 


Globe Hill Mining Co., Colorado Springs, Colo. 
May 26 (letter of notification) 5,885,000 shares of com- 
mon stock. Price—At par (one cent per share). Under- 
writers—George C. Carroll Co., Denver; Inter-Mountain 
Shares, Inc., Denver; and M, A. Cleek, Spokane, Wash. 
Proceeds—For mining equipment. 


Godfrey Food Co., Inc., San Marino, Calif. 
May 26 (letter of notification) 3,000 shares of non-par- 
ticipating, 6% cumulative preferred stock (redeemable at 
$52.50). Price—At par ($50 per share). Underwriter— 
None. Proceeds—To retire bank indebtedness and pro- 
vide working capital. Office—2304 Huntington Drive, San 
Marino, Calif, This is not a public offering. 


@® Golden Ensign Mining Co. 
June 5 (letter of notification) 150,000 shares of capital 
stock, at par (10 cents per share). No underwriter. Pro- 
ceeds—To continue mining operations. Office—1350 S. 
7th East, Salt Lake City 5, Utah. 


Granville Mines Corp., Ltd., British Columbia, 
Canada 
Feb. 16 filed 100,000 shares of common non-assessable 
stock (par 50c). Price—35c per share. Underwriter— 
None. Proceeds—To buy mining machinery and for 
working capital. Statement effective May 10. 


@ Grove & Sons Mining Co. 

June 6 (letter of notification) 100,000 shares of capital 
stock at par ($1 per share). No underwriter. Proceeds— 
To complete mill and for mining costs. Address—P. O. 
Box 1753, Prescott, Ariz. 





























® Guardian Mutual Fund, Inc. 

June 9 filed 500,000 shares of common stock (par $1). 
Underwriter—Neuberger & Berman, New York. Business 
—Investment company. 


Gulf Atlantic Transportation Co. 
~Raow ne po o., Jacksonville, 


May 27, 1949, filed 620,000 shares of class A partic. ($1 


par) stock and 270,000 shares (25c par) common stock w# 4 


Offering—135,000 shares of common will be offered fon 
subscription by holders on the basis of one-for-two at 


25 cents per share. Underwriters—Names by arnendment . 


and may include Blair, Rollins & Co., Inc.; John J. Ber- 
gen & Co. and A. M. Kidder & Co. on a “best efforts 
basis.” Price—Par for common $5 for class A. Proceeds 
—To complete an ocean ferry, to finance dock and term- 
inal facilities, to pay current obligations, and to provide 
working capital. Statement effective May 10. 


Higgins, Inc., New Orleans, La. 
May 23 (letter of notification) 300,000 shares of common 
stock to be sold to present stockholders. Price—At par 
($1 per share). Underwriter—None. Proceeds—For gen- 


eral purposes, Office—Industrial Canal Plant, New Or- 
leans, La. 


© Hirst-Chichagof Mining Co., Seattle, Wash. 
June 2 (letter of notification) 100,000 shares of common 
stock, of which 50,000 shares are to be sold at 50 cents 
per share, with each share accompanied by a bonus of 
one share. No underwriter. Proceeds to rehabilitate 
plant and to resume mining operations. Office—415 
Seventh Ave. South, Seattle, Wash. A 


Indiana & Michigan Electric Co. (6/19) q 
May 19 filed $20,000,000 of 30-year first mortgage bonds, 
due 1980. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; First Boston Corp.; Union Securities Corp.; Harri- 
man Ripley & Co., Inc. Bids—To be received at office of 
American Gas & Electric Service Corp., 30 Church St., 
New York 8, N. Y., before 11 a.m. (EDT) on June 19. 
Statement effective June 12. Proceeds—To pay bank 
notes and for construction. 


® Industrial Fermentation Co. 

June 6 (letter of notification) 127,800 shares of common 
stock (no par) to be offered in exchange for wheat at the 
rate of one share per bushel. Underwriter — Robert D. 
Bowers & Co., Denver. Proceeds — From sale of wheat 
will be used to complete a survey on the location of a 


— alcohol plant. Office—212 Cooper Blidg., Denver, 
olo. 


industrial Stamping & Mfg. Co., Detroit 

May 15 filed $500,000 of first mortgage 5% sinking fund 
bonds, due 1967, with warrants to purchase 60,000 shares 
of common stock. Underwriter—P. W. Brooks & Co., 
Inc., New York. Price—100% of principal amount. Pro- 
ceeds—To pay mortgage, buy machinery and for dddi- 
tional working capital. Business—Stampings and as- 
semblies for automotive, refrigeration, household appli- 
ance and other industries. 


Kansas City Power & Light Co. (6/20) 

May 19 filed $15,000,000 of 30-year first mortgage bonds, 
due 1980. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Glore, Forgan & Co. and W. C. Langley & Co. 
(jointly); White, Weld & Co., Shields & Co. and Central 
Republic Co. (jointly); Lehman Brothers and Bear, 
Stearns & Co. (jointly); The First Boston Corp.; Equi- 
table Securities Corp.; Smith, Barney & Co.; Kuhn, 
Loeb & Co., Salomon Bros. & Hutzler and Union Secu- 
rities Corp. (jointly); Harriman Ripley & Co. Proceeds 
—To retire $4,822.500 of bank loans and for construction 
program. Bids—Will be received by company at the 
Continental Illinois National Bank & Trust Co., 231 So. 
La Salle St., Chicago, I1l., up to 11 a.m. (CDT) on June 
20. Statement effective June 9. 


® Kansas-Nebraska Natural Gas Co., Inc. (6/30) 
June 5 (letter of notification) 2,850 shares of $5 cumu- 
lative preferred stock (no par). Price—At not more than 
$105 per share, Underwriters—Cruttenden & Co.,-Chi- 
cago, and The First Trust Co. of Lincoln, Neb. Proceeds— 
To pay indebtedness and for improvements. 


® Kaye-Halbert Corp. 

June 5 (letter of notification) 24,419 shares of capital 

stock at $4.25 per share. No underwriter. Proceeds for 

—— capital. Office—3555 Hayden Ave., Culver City, 
alif. 


Kentucky Utilities Co., Lexington, Ky. 

June 2 filed $3,500,000 of first mortgage bonds, series C, 
due July 1, 1980 and 30,000 shares of 454% cumulative 
preferred stock (par $100). Underwriter—For the bonds, 
to be determined by competitive bidding. For the pre- 
fererd stock, underwriters’ names to be supplied by 
amendment, along with the price and underwriting 
terms. Probable bidders for bonds: Halsey, Stuart & Co.., 
Inc.; Kidder, Peabody & Co.; Union Securities Corp. and 
Merrill Lynch, Pierce, Fenner & Beane (jointly); Equit- 
able Securities Corp.; Blyth & Co., Inc.; The First Bos- 
ton Corp. and Lehman Brothers (jointly); Harriman Rip- 
ley & Co., Inc. Probable bidders for preferred issue: 
Union Securities Corp. and Merrill Lynch, Pierce, Fen- 
ner & Beane (jointly); Kidder, Peabody & Co.; White, 
Weld & Co.; Lehman Brothers and Lazard Freres (joint- 
ly): A. G. Becker & Co., Inc. Proceeds—For property 
additions. 


Louisiana Power & Light Co. (6/19) 
May 23 filed 90,000 shares of preferred stock (par $100). 
Underwriters—To be determined by competitive bidding. 
Probable bidders: W. C. Langley & Co. and First Boston 
Corp. (jointly); Blyth & Co., Inc.; Equitable Securities 
Corp.; Kidder, Peabody & Co. and Merrill Lynch, Pierce, 
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Coatinenes Ta Ga a iki oni ins ke cee: Common 
General Radiant Heater Co., Inc.________- Common 
Southern Ry., noon (EDT)-_____-_--____--__- Bonds 

June 19, 1950 
American Cladmetals Co._=......._..___- Common 
Arkansas Power & Light Co. 

Eg RR lite RE ace Bonds & Preferred 
Indiana & Michigan Electric Co. 

ee ey SE aoe. ou: dun cerns eabesteseenaanel Bonds 
Louisiana Power & Light Co. 

DO. GE Oddi es Ki ecdnnaddibtaadd Preferred 
Mississippi Power & Light Co. 

Sg ee Se eee Bonds & Preferred 
Montana-Canadian Oj] Corp.____________- Common 
Roberts & Gordon Appliance Corp._____-- Common 
Spencer Chemical Co;.5.................. Preferred 


June 20, 1950 


Allied Electric Products, Inc.___- Preferred & Com. 
Columbia Gas System, Inc. 


BAO Ghia “Gi Pet oo os 2 ck cee Debentures 
Kansas City-Power & Light Co. 
Fe ES See eee Bonds 
Northern Insurance Co.____..._---------- Common 
eee Gee Skin dks ccd diviainséasiche Common 
June 21, 1950 

American Investment Co. of Illinois__--- Preferred 

Dayton Power & Light Co.__.__.__------ Preferred 
June 26, 1950 

Se GN Gl cacocenscanadeenn Debentures 
June 27, 1950 

Safeway Stores, Inc.__....._---- Preferred & Com. 
June 28, 1950 

Eastern Stainless Steel Corp._____---_--_- Common 

General Telephone Corp._-__------------- Common 


June 30, 1950 
Kar:sas-Nebraska Natural Gas Co., Inc.__Preferred 











Fenner & Beane (jointly); Lehman Brothers; Union Se- 
curitiesc Corp. Preceeds—To be used to redeem, at $110 
per share plus dividend accruals, the 59,422 shares of 
outstanding $6 preferred stock, and for construction 
and other purposes. Bids—To be received by company 
at Room 2033, Two Rector St., New York 6, N. Y., up to 
noon (EDT) on June 19. 


® Lovaas Enterprises, Inc., Las Vegas, Nev. 

June 5 filed a letter of notification with the SEC cover- 
ing 7,000 shares of common stock (no par), of which 
2,000 shares will be for account of Arnold M. Lovaas, 
Santa Ana., Calif., President, and the balance for account 
of the company. Price—$5 per share. Underwriter—None. 
Proceeds—For development and manufacturing work. 


Loven Chemical of California, Newhall, Calif. 
May 31 (letter of notification) 282,250 shares of capital 
stock. Price—At par ($1 per share). Underwriter—Floyd 
A. Allen & Co., Inc., Los Angeles, Calif. Proceeds—To 
buy land, build a plant and equip it to produce so-called 


~ “impact” plastics. Office—244 S. Pine St., Newhall, Calif. 


Metrogas, Inc., Chicago, Ill. 
May 22 (letter of notification) 1,344 shares of common 
stock (no par), to be offered to shareholders at $56.50 
per share. Rights will expire on June 30. No underwriter. 
Proceeds to repay obligations and purchase equipment. 
Office—22 West Monroe St., Chicago, III. 

Mid-West Equipment Co., Detroit, Mich. 
June 2 (letter of notification) 3,148 shares of common 
stock. Price—$1 per share. Underwriter—Greenfield, Lax 
& Co., Inc., New York, N. Y. Proceeds—To Greenfield, 
Lax & Co., Inc. 


Middie South Utilities, Inc. 
June 1 filed 400,000 shares of common stock (no par) to 
be offered to preferred stockholders of three subsidiaries 
—Arkansas Power & Light Co., Louisiana Power & Light 
Co. and Mississippi Power & Light Co. Underwriter— 
The name of a “dealer-manager” will be filed by amend- 
ment, as well as the exchange rate. The following may 
submit bids: Kidder, Peabody & Co.; Merrill Lynch, 
Pierce, Fenner & Beane; First Boston Corp.; Union Se- 
curities Corp. Depeosits—May be accepted between June 
26 and July 14. (See also listings of Arkansas, Louisiana 
and Missisisppi companies elsewhere in these columns. ) 

Middiesex Water Co., Newark, N. J. 
Feb. 9 (letter of notification) 5,200 shares of common 
stock offered te common stockholders of record March 17 
at $50 per share on a one-for-five basis. Underwriter— 
Clark, Dodge & Co. Proceeds—To pay notes and for 
additional working capital. Expected this month, 


Miller (Walter R.) Co., Inc. 
March 6 (letter of notification) 1,000 shares of 6% 
cumulative preferred stock at par ($100 per share). Un- 
derwriter—George D. B. Bonbright & Co., Binghamton, 
N Y. Proceeds—To assist in acquisition of 1216 shares 
of company’s common stock. 


Mississippi Power & Light Co. (6/19) 
May 23 filed $7,500,000 of first mortgage bonds due 1980 
and 85,000 shares of cumulative preferred stock (par 
$100). Underwriters—To be determined by competitive 
bidding. Probable bidders for preferred: W. C. Langley 
& Co. and First Boston Corp. (jointly); Blyth & Co., Inc.; 
White, Weld & Co. and Kidder, Peabody & Co. (jointly); 
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Equitable Securities Corp. and Shields & Co. (jointly); 
Lehman Brothers; Union Securities Corp. Probable bid- 
ders for bonds: Halsey, Stuart & Co. Inc.; Carl M. Loeb, 
Rhoades & Co. and Lee Higginson (jointly); Equitable 
Securities Corp. and Shields & Co. (jointly); Merrill 
Lynch, Pierce, Fenner & Beane; W. C. Langley and First 
Boston Corp. (jointly); Union Securities Corp.; White, 
Weld & Co. and Kidder, Peabody & Co. (jointly). Pro- 
ceeds—To be used to redeem at $110 per share plus 
dividend accruals, the outstanding 44,476 shares of 
$6 preferred, to pay off $3,45),000 of 2% serial notes due 
1952 to 1956, and for construction and other corporate 
purposes. Bids—To be received by company at Room 
2033, Two Rector St., New York 6, N. Y., up to noon 
(EDT) on June 19. 


Mohawk Business Machines Corp. 
May 19 (letter of notification) 6,663 shares of common 
stock (par 10¢). Price—$i per share. Underwriter— 
Jacquin, Bliss & Stanley, New York. Proceeds—To sell- 
ing stockholder. Placed privately. 


Montana-Canadian Oil Corp. (6/19) 
June 6 (letter of notification) 98,000 shares of common 
stock (par 10 cents). Price—$3 per share. Underwriter— 
S. B. Cantor Co., New York City. Proceeds—To complete 
and drill oil wells. 


@ Mutual Credit of Cincinnati, Inc., Cincinnati, O. 
June 7 (letter of notification) 1,200 shares of common 
stock (no par) and 1,000 shares of preferred stock (par 
$100). Price—$25 per share for common and $100 for 
preferred. Underwriter—None. Proceeds—To increase 
available capital for loan business. Offiee—123 E. 6th 
St., Cincinnati, O. ' 


@® National Paint Co., Seattle, Wash. 

June 2 (letter of notification) 1,000,000 shares of capital 
stock, to be offered at 10 cents per share. No under- 
writer. Proceeds to acquire new plent, machinery and 
for working capital. Office—7315 Eighth Ave. South, 
Seattle, Wash. 


@ National Securities & Research Corp. 

June 9 filed 7,500,000 shares in National Securities Series 
and 40,700 shares in First Mutual Trust Fund to be of- 
fered at market, the proceeds to be used for investment. 
Sponsored by this corporation which acts as depositor, 


Niagara Mohawk Power Corp. 

May 23 filed 189,263.1 shares of $1.20 cumulative class A 
stock (no par), to be offered for sale by The United 
Corp., New York holding company, “in ordinary broker- 
age transactions from time to time on the New York 
Stock Exchange at current market prices through regular 
memberseof such Exchange... Underwriter—None. Pro- 
ceeds—To The United Corp. 


Norlina Oi} Development Co., Washington, D. C. 
March 28 filed 600 shares of capital stock (no par.) To 
offer only sufficient shares to raise $1,000,000 at $5,000 
per share. No underwriter. Proceeds to be used to ex- 
plore and develop oil and mineral leases. Statement ef- 
fective May 22. 


@ Norris Oil Co., Ventura, Calif. 

June 9 (letter of notification) 5,000 shares of common 
stock (par $1), to be sold at the market price (of from 
$5 to $5.50 per share) through First California Co., 
Holton, Hull & Co., Dempsey-Tegeler & Co. and Morgan 
& Co., Los Angeles; and James Ebert Co., Bakersfield, 
Calif. Proceeds go to Eva M. Halliburton, Fresno, Calif., 
the selling stockholder. Office—182 W. Ramona S&t., 
Ventura, Calif. 


North Western Coal & Oil Ltd., Calgary, Ala., 
Canada 

April 6 filed 2,200 basic units of $250 face amount each 
of production trust certificates, or an aggregate principal 
amount of $550,000, Canadian funds. Underwriter—lIsrael 
and Co., New York City. Price—$123.75 (U. S. funds) 
per $250 unit. Proceeds—For equipment, working capital 
and current liabilities. Statement withdrawn May 3. 


Northern Illinois Coai Corp., Chicago 
May 10 (letter of notification) up to 2,000 shares of 
common stock (no par) to be sold at the market price 
(between $20 and $22 per share) by T. Howard Green, 
a Vice-President of the company. Underwriter—Faroll 
& Co., Rogers & Tracy and Shields & Co., Chicago. 


Northern Indiana Public Service Co. 

May 12 filed 421,145 shares of common stock (no par) 
being offered to stockholders of record May 29 at the 
rate of one share for each six held. Rights expire 
June 19. Underwriters — Central Republic Co., Inc.; 
Blyth & Co., Inc., and Merrill Lynch, Pierce, Fenner & 
Beane. Price—$20.12'%2 per share. Proceeds—For con- 
struction. Statement effective June 2. 


Northern Insurance Co., N. Y. City (6/20) 
June 1 filed 80,000 shares of capital stock (par $12.50) 
to be first offered to present stockholders on a share- 
for-share basis about June 20 with rights expected to 
expire on July 10. Price to be filed by amendment. Un- 
derwriters — First Boston Corp. and Wood, Struthers & 
Co. Proceeds—To increase capital and surplus. 


@ Northwestern Public Service Co., Huron, S. D. 
June 9 filed 49,200 shares of common stock (par $3) to 
be offered to present stockholders at the rate of one 
share for each 10 held. Underwriter—A. C. Allyn and 
Co., Inc., New York. Price—To be filed by amendment. 
Proceeds — For construction expenditures. Business— 
Utility. 

@® WNu-Enamel Corp., Chicago, Ill. 

June 7 (letter of notification) 50,000 shares of common 
stock (par 25 cents) to be sold at the current market 
price (between $1.12% and $1.25 per share). Underwrit- 


Continued on page 48 
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ers — Arnold H. Godsol and Helen Godsol, Detroit, in 
over-the-counter sales. Proceeds—To finance the pur- 
chase of the Nu-Enamel distributorship in Detroit from 
fhe Godsols, Nu-Enamel is issuing them the 50,000 shares 
and $7,500 cash. Office—444 Lake Shore Drive, Chicago 


Kl, Ul. 


Official Films, Inc., Jersey City, N. J. 
May 29 (letter of notification) 219,385 shares of class 
A common stock (par 10 cents), offered to class A 
common stockholders of record May 29, 1950 on a share- 
for-share-basis, with rights expiring June 26, 1950. Price 
—$i per share. Proceeds—To use part (approximately 
$57,000) to redeem outstanding 35-cent cumulative pre- 
ferred stock and the balance for expansion into tele- 
vision and other fields and for other general corporate 
purposes. Office—25 Journal Square, Jersey City, N. J. 


Pan American Gold Ltd., Toronto, Canada 

duly 20, 1948 filed 1,983,295 shares of common stock (par 
€1). Underwriters may be brokers. Price—45 cents per 
ehare. Proceeds — Mainly for development. Statement 
cffective April 10, 1950. 
© Pendleton (Ore.) Grain Growers, Inc. 
June 1 (letter of notification) $282,000 of 4% debentures 
and 500 shares of class A $30 par value common stock, at 
par value. No underwriter. Proceeds for operating capi- 
tal and to construct a new building. 


© Pennzoil Co. 

June 9 (letter of notification) 21,145 shares of common 
stock (par $10). Price—$14 per share. Underwriter— 
Wone. Proceeds—To modernize Rouseville refinery and 
€éer expansion of marketing facilities. Offering—To be 
offered minority common stockholders of record June 16 
on basis of one new share for each eight shares held; 
rights will expire July 7, In addition, 58,171 additional 
shares are being offered to South Penn Oil Co., owner 
of 73.34% of Pennzoil common stock at the same price. 


Peopies Gas Light & Coke Co. 

May 8 filed 116,962 shares of capital stock being offered 
to stockholders of record June 5, 1950, at the rate of 
one new share for each seven held; rights will expire 
June 30, 1950. Underwriter—None. Price—At par ($100 
per share). Proceeds—To buy additional common stock 
in Texas Illinois Natural Gas Pipeline Co. and to pay 
$10,000,000 of bank loans. Statement effective May 29. 


Power Petroleum Ltd., Toronto Canada 
Aprii 25, 1949, filed 1,150,000 shares ($1 par) common 
of which 1,000,000 on behalf of company and 150,000 by 
Wew York Co., Ltd. Price—50 cents per share. Under- 
writers—S. G. Cranwell & Co., New York. Proceeds— 
For administration expenses and drilling. Statement 
effective June 27, 1949. 


Prophet (Fred B.) Co., Detroit, Mich. 
(6/19-23) 
June 2 filed 40,000 shares common stock (par $1). Un- 
derwriters—Smith, Hague & Co., Detroit, and Straus 
& Blosser, Chicago. Price—To be filed by amendment. 
Proceeds—To Fred B. Prophet, Chairman of the Board, 
the selling stockholder. 


Provident Life Insurance Co., Bismarck, N. D. 
April 19 (letter of notification) 12,500 shares of common 
etock (par $10) being offered directly to stockholders 
of record April 25 at $20 per share; rights to expire 
July 1. No underwriter. Proceeds to,maintain the 
proper ratio of capital and surplus to liabilities in con- 
mection with entering the accident and health insurance 
field. Office—Broadway at Second, Bismarck, N. D. 


Prugh Petroleum Co., Tulsa, Okla. 
May 23 (letter of notification) 60,000 shares of common 
stock. Price—At par ($5 per share). Underwriter — 
Prugh, Combest & Land, Kansas City, Mo. Proceeds— 
For acquisition and development of oil properties. Office 
-—200 Drew Bidg., Tulsa 3, Okla. 


Public Finance Service, Inc. 
May 22 (letter of notification) $250,000 of 6% cumu- 
Bative debentures, dated June 1, 1950. Price — At par. 
@nuderwriter— None. Proceeds— For working capital. 
Office—18 West Chelton Avenue, Philadelphia 44, Pa. 


© Queen of Hills Mining Co., Salt Lake City, Utah 
June 7 (letter of notification) 750,000 shares of class A 
stock to be offered at 10 cents per share. No underwriter. 
Proceeds for mine development. Office—514 First Secur- 
ity Bank Bldg., Salt Lake City, Utah. 

© Rainbow Onyx Co., Phoenix, Ariz. 

June 8 (letter of notification) 80,000 shares of common 
stock (par $1). Price—$1.50 per share. Underwriter— 
Wone. Proceeds—For machinery, equipment and oper- 
ating capital. Address—P. O. Box 6112, 3210 South 
19th Ave., Phoenix, Ariz. 


Reid Brothers, Ltd., San Francisco, Cal. 
April 3 (letter of notification) 10,000 shares of preferred 
stock. Price — At par ($10 per share.) Underwriter— 
Wone. Proceeds—To restore depleted stocks, buy new 
items and for additional working capital. 


Richmond Television Corp., Los Angeles, Calif. 
May 29 (letter of notification) 150,000 shares of common 
capital stock. Price—At par ($2 per share). Under- 
writer — Edgerton, Wykoff & Co., Los Angeles, Calif. 
Preceeds—For working capital. Expected this week. 
© Roberts-Gordon Appliance Corp. (6/19) 

June 12 (letter of notification) 23,000 shares of common 
stock (par $1). Price—$6 per share. Underwriters— 
Doolittle & Co. and Vietor, Common, Dann & Co., Buf- 
falo, N. Y. Proceeds—From 13,250 shares to be added 
fo working capital and from 9,750 shares to reimburse 
treasury for $51,187.50 used to purchase 9,750 shares of 
@utstanding stock at $5.25 per share. 
é 
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@® Rome Cable Corp., Rome, N. Y. 

June 6 (letter of notification) 25,675 shares of common 
stock to be offered by company to certain officers and 
key employees pursuant to a Stock Purchase Plan. 
Proceeds—To be added to work- 


Price—$9.50 per share. 
ing capital. 


® Rowe (T.) Price Growth Stock Fund, 
Baltimore, Md. 

June 8 filed 50,000 shares of capital stock. No under- 

writer. Business—Investment company. 


Ryerson & Haynes, Inc., Jackson, Mich. 
May 22 (letter of notification) 4,000 shares of common 
stock (par $1) to be sold by officers of the company 
at market prices ranging from $14.50 to $15 per share). 
Underwriter—McDonald-Moore & Co. 


® Safeway Stores, Inc. (6/27) 

June 8 filed 321,000 shares of cumulative preferred stock 
(par $100) and 257,064 shares of common stock (par $5). 
The common will be offered to present stockholders at 
the rate of one new share for each 10 held. Of the pre- 
ferred, 205,661 shares will be offered in exchange for 
186,965 shares of outstanding 5% preferred stock, along 
with an unspecified cash payment. Underwriter—Merrill 
Lynch, Pierce, Fenner & Beane will offer the unsub- 
scribed common shares as well as 85,114 shares of pre- 
ferred not needed for the exchange and 30,225 shares 
which will be created by converting that many of the 
old 5% shares brought in under the exchange into new 
preferred stock. Any old preferred not exchanged will be 
redeemed on Oct. 1. Price—To be filed by amendment, 
along with the dividend rate on the new preferred. Pro- 
ceeds—To redeem the unexchanged 5% stock, make cash 
payments on exchange, and toward the prepayment of 
$20,000,000 in bank loans. Business—Chain food stores. 


® Sangamo Electric Co., Springfield, Ul. 

June 6 (letter of notification) 8,500 shares of no par 
value common stock (no par). Price—$34 per share. Un- 
derwriter—Paul H. Davis & Co., Chicago. Proceeds—To 
establish a new plant at Marion, II. 


Seneca Oil Co., Oklahoma Citv, Okla. 
April 27 (letter of notification) 225,782 shares of class A 
stock (par 50¢). Price—$1.25 per share. Underwriter— 
Genesee Valley Securities Co., Rochester, N. Y. Proceeds 
—To acquire properties and for working capital, 


Spencer Chemica! Co., Kansas City, Mo. (6/19) 
June 1 filed 85,000 shares of cumulative preferred stock 
(par $100) to be offered for subscription by common 
stockholders of record about June 19 at rate of .085 shares 
of preferred for each share of common held; rights ex- 
pected to expire June 26. Price—To be supplied by 
amendment. Underwriters—Morgan Stanley & Co. and 
Glore, Forgan & Co. Exchange Offer—Pfd. shares not 
purchased by common stockholders are to be offered in 
exchange for outstanding shares of 5% cumulative pre- 
ferred stock, par $10. Rate of exchange to be supplied By 
amendment. Unexchanged shares of old preferred stock 
(150,000 presently outstanding) will be called for re- 
demption. Proceeds—For general corporate purposes. 


® State Securities, Inc. 

June 5 (letter of notification) 8,000 shares of 6% cumu- 
lative preferred stock to be offered at par ($25 per 
share). No underwriter. Proceeds for working funds. 
Office—440 Cerrilos Road, Santa Fe, N. M. 


Stuart (The) Co., Pasadena, Calif. 


June 7 filed 99,000 shares of common stock (par $1). 
Price—To be filed by amendment. Underwriter—William 
R. Staats Co., Los Angeles, Calif. Proceeds—To three 
selling stockholders. Business—Pharmaceutical products 
and dietary supplemental items. 


® Suburban Propane Gas Corp. 

June 9 (letter of notification) a sufficient number of 
common shares (par $1), so that aggregate offering price 
of shares offered shall not exceed $100,000. Price—At 
close of June 5, $15 per share. Underwriters—Antici- 
pated that Eastman, Dillon & Co., New York, will sell 
shares in over-the-counter market. Proceeds—To SBN 
Gas Co., West Orange, N. J. 


Sudore Gold Mines Ltd., Toronto, Canada 


June 7 filed 375,000 shares of common stock. Price—$1 

per share (U. S. funds). Underwriter — None. Proceeds 

—Funds will be applied to the purchase of equipment, 

road construction, exploration and development. 
Sunray Oil Corp. (6/20) 


May 23 filed 750,000 shares of common stock (par $1). 
Price—To be filed by amendment. Underwriter—East- 
man, Dillon & Co. Proceeds—Together with other funds 
from $80,000,000 of privately placed long term promis- 
sory notes, for retirement of certain outstanding capital 
obligations of company and Barnsdall Oil Co. pursuant 
to plan of merger of two companies. 

@® Tinnerman Products, Inc., Cleveland, Ohio 
June 7 (letter of notification) 30,000 shares of common 
stock (par $2). Price—$10 per share. Underwriter—Mc- 
Donald and Co., Cleveland. Proceeds—To increase work- 
ing capital. Office—2038 Fulton Road, Cleveland, O. 

@ Transvision, Inc., New Rochelle, N. Y. 

June 13 filed 300,000 shares of common stock (par $1). 
Price—2.75 per share. Underwriter—Blair F. Clay- 
baugh & Co., New York. Proceeds—To increase work- 
ing capital and repay loans from RFC and Croydon 
Syndicate, Inc. 


(Mrs.) Tucker’s Foods, Inc. 


May 23 filed 150,000 shares of common stock (par $2.50). 
Price—To be filed by amendment. Underwriters: A. C. 
Allyn & Co., Inc.; Dittmar & Co., and Rauscher, Pierce 
& Co., Inc. Proceeds—To 20 selling stockholders. Ex- 
pected later this month. 


@ United Wholesale Druggists of Portland, Inc. 
June 5 (letter of notification) 871 shares of capital stock 
(no par). Price—$50 per share. Underwriter—None. 
Proceeds—To buy merchandise and for working capital. 
Office—322 N. W. 14th Ave., Portland 9, Ore. 


Vieh Co., Columbus, Ohio 
May 8 (letter of notification) 19,500 shares of common 
stock at $10 per share. Underwriter—The Ohio Co. Pro- 
ceeds—To buy the assets of Brodhead-Garrett Co. and 
for working capital. 


Western Gypsum Corp., Carson City, Nev. 
May 29 (letter of notification) 300,000 shares of capital 
stock. Price—At par ($1 per share). Underwriter—Phil 
Morse, Trustee, P. O. Box 1283, Kingman, Ariz. Pro- 
ceeds—For equipment, real estate, working capital and 
general corporate purposes. Office—Virginia and Truckee 
Building, Carson City, Nev. 


Western Oil Fields, Inc., Denver, Colo. 

May 5 (letter of notification) 600,000 shares of common 
stock and a $50,000 note carrying interest at 4% payable 
from percentage of oil sold. This note will carry with 
it as a bonus 500,000 shares of stock. Price—Of stock, 
25¢ per share. Underwriter—John G. Perry & Co., Den- 
ver. Proceeds—To drill for oil in Wyoming and for 
working capital. 


Western Uranium Cobalt Mines, Ltd., 
Vancouver, B. C., Canada 
Feb. 28 filed 800,000 shares of common capital stock 
(par $1). Price—35 cents per share. Underwriter— None. 
Proceeds—Exploration and development work. State- 
ment effective May 23. 


@® Whaley Copper & Lead Mining Co. 

June 8 (letter of notification) 800,000 shares of common 
stock (par 10 cents). Price—20 cents per share. Under- 
writer—None. Proceeds—To equip building and develop 
mine. Office—711 Hutton Bldg., Spokane, Wash. 


Wisconsin Electric Power Co. 

May 5 filed 585,405 shares of common stock (par $10) 
offered to common stockholders of record June 6, 1950 
on basis of one new share for each five shares held; 
rights to expire June 29, 1950. Price—$17.50 per share. 
Underwriter—None. voceeds — For capital expendi- 
tures on the combined electric properties, to reimburse 
the treasury for capital expenditures previously made, 
and for other corporate puropses. Statement effective 
May 26. 


Prospective Offerings 


Aetna Finance Co. 
June 3 it was reported company may do some financing 
later this year. Traditional underwriter: Goldman, 
Sachs & Co. 


Alabama Power Co. 
May 12 company reported to be considering issue in late 
summer of about $10,000,000 preferred stock. Probable 
bidders: Morgan Stanley & Co.; Blyth & Co., Inc.; Union 
Securities Corp. and Equitable Securities Corp. (jointly); 
First Boston Corp.; Drexel & Co. Proceeds will be used 
for construction expenditures. 


American Investment Co. of Illinois (6/21) 
May 24 announced company is planning to file shortly 
a registration statement covering 160,000 shares of prior 
preferred stock (par $50). Price—To be filed by amend- 
ment. Underwriters—Glore, Forgan & Co.; Kidder, Pea- 
body & Co., and Alex. Brown & Sons, and others. Pro- 
ceeds—For additional working capital. 

American Natural Gas Co. 


May 18 it was announced company plans issuance of 
380,607 shares of common stock (no par) to common 
stockholders of record on or about June 21 at rate of one 
share for each eight shares held, Price—To be filed 
by amendment. Underwriters—To be determined by 
competitive bidding. Probable bidders: Glore, Forgan & 
Co. and W. C. Langley & Co. (jointly); Blyth & Co., Inc.; 
Lehman Brothers; The First Boston Corp. Proceeds—To 
increase investments in stock of Michigan Consolidated 
Gas Co. and Milwaukee Gas Light Co. 
® Atlantic City Electric Co. 
June 6 it was announced that financing of new construc- 
tion, amounting to $4,800,000 in 1950, plus cost of acqui- 
sition of generating plant from Deepwater Power & 
Light Co. for $7,000,000, will be effected through issu- 
ance of about 20,000 shares of preferred stock and 
approximately $4,600,000 in loans. It is also planned 
to issue additional common stock within two years. 
® Cameron (William) & Co. 
June 12 it was reported company contemplates sale of 
about $5,000,000 common stock. Underwriter—Reynolds 
= Co. Business—Engaged in lumber business in Waco, 
exas. 


Celanese Corp. of America 


April 12 the stockholders voted to authorize the creation 
of 1,000,000 shares of a new preferred stock (par $100), 
505,000 shares of which can be issued at any time. 
Plans are being formulated for the issuance this year, 
if market conditions are considered satisfactory, of 
an initial series of this new preferred stock which may 
be convertible into common stock. Net proceeds would 
be used in part for expansion of the business, including 
additional productiun facilities. Probable underwriters: 
Dillon, Read & Co. Inc.; Morgan Stanley & Co. 


° Central Ohio Light & Power Co. 
April 26 stockholders approved increase in authorized 
preferred stock (par $100) from 25.000 to 50,000 shares 
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and in authorized common stock (par $10) from 175,000 
to 350,000 shares. 


Central States Electric Corp. 


March 1 it was announced that under an amended plan 
of reorganization it is proposed to issue to holders of all 
classes of 6% preferred stock for each old share the right 
to buy a unit consisting of eight shares of new common 
stock and $14 principal amount of new 442% income de- 
bentures for a package price of $18. The common stock, 
except for approximately 4,600,000 shares held by Harri- 
son Williams and associates, would be offered the right 
to buy a unit of one new common share and $1.75 of new 
income debentures for a package price of $2.25 for each 
five common shares held. The issue of new stock and 
debentures would be underwritten by Darien Corp. and 
a banking group headed by Hemphill Noyes, Graham, 
Parsons & Co., Shields & Co., Blair, Rollins & Co., Drexel 
& Co. and Sterling Grace Co. 


Central Vermont Public Service Corp. 


May 4, it was announced that if offer to acquire Green 
Mountain Power Corp. becomes effective, it plans to re- 
fund outstanding $7,715,000 first and refunding 3%4% 
bonds due 1963 of Green Mountain by the issue and sale 
for cash of first mortgage bonds of a new series and of 
a new series of preferred stock, $100 par value. Prob- 
able bidders for bonds: Halsey, Stuart & Co. Inc.; prob- 
able bidders for preferred: W. C. Langley & Co. and 
Hemphill, Noyes, Graham, Parsons & Co. (jointly). 


Chicago & Western Indiana RR. 


Jan. 31 reported company will probably issue in the near 
future some bonds to refund the 4% non-callable con- 
solidated first mortgage bonds due July 1, 1952. Re- 
funding of the first and refunding mortgage 4%4% bonds, 
series A, due Sept. 1, 1962, is also said to be a possibility. 
Probable bidders: Halsey, Stuart & Co. Inc.; Morgan 
Stanley & Co.; Lee Higginson Corp.; Harris, Hall & Co. 
(Inc.); Drexel & Co.; Kuhn, Loeb & Co. and Salomon 
Bros. & Hutzler (jointly); Harriman, Ripley & Co., Inc.; 
First Boston Corp.; Lehman Brothers; Paine, Webber, 
Jackson & Curtis; Kidder, Peabody & Co. 


Columbia Gas System, Inc. 


April 27 stockholders voted to reclassify the 500,000 
shares of unissued common stock (no par) into 500,000 
shares of unissued preferred stock (par $50). They also 
approved a proposal to amend the company’s charter 
so as to permit the public sale of common stock with- 
out first making an offering of the shares to its own 
common stockholders. The company’s program currently 
calls for the sale of $10,000,000 of additional common 
or preferred stock, the proceeds to be used to pay for 
construction costs. Underwriters — May be named by 
competitive bidding. Probable bidders: Blyth & Co., 
Inc.; Shields & Co. and R. W. Pressprich & Co. (jointly); 
Merrill Lynch, Pierce, Fenner & Beane; Lehman 
Brothers, Goldman, Sachs & Co. and Union Securities 
Corp. (jointly); Morgan Stanley & Co. 


Commercial Credit Co. 
March 30 stockholders approved creation of 500,000 
shares of cumulative preferred stock (par $100) of which 
company plans to sell 250,000 shares. A group of under- 
writers, headed by Kidder, Peabody & Co. and The First 
Boston Corp., are expected to offer the stock. 


Consolidated Edison Co. of New York, Inc. 
May 15, Ralph H. Tapscott, Chairman, said the company 
will require approximately $90,000,000 of “new money” 
through the sale of securities. No permanent financing is 
contemplated before this fall, however, and current ex- 
penditures are being financed by short-term loans, of 
which $16,000,000 are now outstanding. It is anticipated 
that $257,000,000 will be needed for the construction pro- 
gram over the next four years. Probable bidders: Hal- 
sey, Stuart & Co. Inc.; Morgan Stanley & Co.; First 
Boston Corp. 


@ Consolidated Natural Gas Co. 


June 2 F. H. Lerch, Jr., President, announced company 
expects within a year or so to issue between $50,000,000 
and $60,000,000 convertible debentures to finance con- 
struction program. 


@® Consumers Power Co. 


June 12 the Michigan P. U. Commission authorized com- 
pany to issue up to but not exceeding 499,903 additional 
shs. of its common stock to common stockholders for not 
less than $33 per share on basis of one share for each 
ten shares held. Stockholders will have oversubscription 
privilege. Underwriters to be named through negoti- 
ation. Four months ago an offering of 454,457 shares of 
common stock to common stockholders was underwritten 
by a group headed by Morgan Stanley & Co. The pro- 
ceeds are to be used for plant additions. Registration 
with SEC expected soon. 


Domestic Credit Corp. 


June 20 stockholders will vote, among other things, to 
authorize a new issue of 200,000 shares of prior pre- 
ferred stock, issuable in series, and on changing name 


to Domestic Finance Corp. Management plans further 
expansion which will require addition] capital from 
time to time. Probable underwriters: Merrill Lynch, 
Pierce, Fenner & Beane, and Paul H, Davis & Co. 


Eastern Utilities Associates 
May 23 it was announced that under a plan filed with 
the SEC a new company will be formed to acquire the 
assets of Eastern, and of the Brockton Edison Co., Fall 
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River Electric Light Co. and Montaup Electric Co. and 
will issue and sell $22,000,000 of first mortgage and 
collateral trust bonds and $8,500,000 of preferred stock. 


Elliott Co. 


May 26 it was reported that between 47,000 and 48,000 
shares of this company’s common stock may be offered 
some time in the near futuer through F. Eberstadt & 
Co. 


Emerson Radio & Phonograph Corp. 


May 29, Benjamin Abrams, President, announced that 
company may use unissued 1,240,390 shares of capital 
stock (par $5) to acquire additional plant facilities if 
needed. Traditional underwriter: F. Eberstadt & Co, 


Fedders-Quigan Corp. 
June 2 it was announced that company plans registra- 
tion late this month of about $5,000,000 convertible pre- 
ferred stock. Offering expected in mid-July through 
Smith, Barney & Co. Stockholders will vote July 5 on 
creating an issue of 200,000 shares of preferred stock 
(par $50). 


@ Finch Telecommunications, Inc. 


June 12 it was reported company expects to register 
with SEC some time in August $1,000,000 of convertible 
class A stock, with public offering shortly after Sept. 4. 
Underwriter—Graham & Co. , 


@ Florida Power & Light Co. 


June 9 stockholders approved creation of 50,000 shares 
of $4.50 cumulative preferred stock (par $100). These 
shares are soon expected to be offered to finance part of 
construction program which is expected to require ap- 
proximately $25,000,000 new capital through 1952. 


@® Great Bear Stores, Inc. (Mich.) 


June 9 it was reported company plans registration of 
additional capital stock in about two weeks. Under- 
writer—J. G. White & Co. Offering expected in July. 


Houston Lighting & Power Co. 


April 14, S. R. Bertron, President, estimated construction 
expenditures for 1950 between $19,000,000 and $20,000,000. 
This estimate may be raised to accommodate increased 
power demands on the system. If this is the case, more 
financing will be necessary, he added. This may be 
done through additional common or preferred stock 
financing. 


@ {-T-E Circuit Breaker Co., Philadelphia 


June 9 it was announced 17,060 shares of company’s 
stock will be offered for account of selling stockholders. 
Underwriters—Smith, Barney & Co. and C, C. Collings 
& Co., Inc. 


@ Kansas-Nebraska Natural Gas Co. 


June 6 company ennounced plans to finance proposed 
construction (to cost $729,331) by issuance of preferred 
stock. Traditional underwriters: Cruttenden & Co. and 
The First Trust Co. of Lincoln, Neb. 


@ La Crosse Telephone Co. 


June 6, company announced that it has advised the Wis- 
consin P. S. Commission that it expects to sell $1,000,000 
of long-term bonds and not less than $600,000 additional 
common stock. Proceeds will be used to repay $1,300.000 
bank loans, due in September, 1951, and the remaining 
$300,000 will go to Central Telephone Co., parent, to re- 
pay temporary advances for construction. Probable un- 
derwriter: Paine, Webber Jackson & Curtis. 


Long Island Lighting Co. 


May 18 it was reported company’s construction program 
in 1950 will cost $20,000,000 which is currently being 
financed by up to $12,000,000 bank loans pending per- 
manent financing which may be done following effec- 
tiveness of consolidation plan. Probable bidders for any 
new securities include Smith, Barney & Co. 


Macy (R. H.) & Co. 


May 8 it was reported that company is considering issu- 
ance of $10,000,000 of new securities, either debentures 
or preferred stock. Traditional underwriters — Lehman 
Brothers; Goldman, Sachs & Co. 


Market Basket, Los Angeles, Calif. 


May 25 company announced it plans sale of 4,452 shares 
of authorized but unissued, preferred stock, series C, 
(par $15) and an additional 30,000 shares of preferred 
stock, (par $15) to be authorized. Further details not 
available. 


Milwaukee Gas Light Co. 

April 18 reported contemplating issuance of additional 
securities, the proceeds of which will be used to fimance 
$13,000,000 of first 442s due 1967 and $2,000,000 of 7% 
preferred stock, to fund some $8,500,000 of bank loans, 
and for new construction. No definite plan has been 
evolved. Probable bidders—Halsey, Stuart & Co. Inc.; 
Dillon, Read & Co. Inc.; Glore, Forgan & Co., and Leh- 
man Brothers (jointly); Kidder, Peabody & Co.; Harri- 
man Ripley & Co.; Smith, Barney & Co., Kuhn, Loeb & 
Co. and Blyth & Co., Inc. (jointly). 


Mountain Fuel Supply Co. of Utah 
June 6 company announced plans to create a new firm 
to take over its exploration and development of natural 
gas and oil operations. It will be financed through the 
sale of stock and will have an authorized capitalization 
of 2,500,000 shares, par $8 per share each. 


Mountain States Power Co. 
May 17 the stockholders voted to increase the author- 
ized preferred stock (par $50) from 75,000 to 150,000 
shares. There are presently outstanding 72,993 shares. 
Probable underwriter: Merrill Lynch, Pierce, Fenner & 
Beane. 
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@ National Automotive Fibres, Inc. 


June 9 it was reported company plans sale of approxi- 
mately 150,000 shares of common stock. Unde 
Reynolds & Co. 


New England Power Co. 


April 24 it was estimated that about $37,000,000 new 
financing will be required to pay construction costs 
estimated at $40,000,000 for 1950 to 1952. Present plans 
are to issue in late summer or early fall $10,000,000 
bonds and 50,000 shares of preferred stock. Probable 
bidders: (1) For bonds—Halsey, Stuart & Co., Ine; 
Harriman Ripley & Co. Inc.; Lehman Brothers; Kidder, 
Peabody & Co. and White, Weld & Co (jointly); Union 
Securities Corp. and Salomon Bros. & Hutzler (jointly); 
Otis & Co.; First Boston Corp.; Merrill Lynch, Pi 
Fenner & Beane; Carl M. Loeb, Rhoades & Co.; F. 
Moseley & Co.; Equitable Securities Corp.; (2) for pre= 
ferred:—W. C. Langley & Co. 


New England Public Service Co. 


April 7 SEC authorized company to file an application to 
sell 200,000 shares of Public Service Co. of New Hamp- 
shire common stock or a sufficient number of shares of 
Central Maine Power Co. common stock (about 225,000 
shares) to raise approximately the sanie amount of 
money. Probable bidders: Blyth & Co., Inc. and Kidder, 
Peabody & Co. (jointly); Coffin & Burr, Inc.; First Bos- 
ton Corp.; Harriman Ripley & Co. Inc. and Goldman, 
Sachs & Co. (jointly). The proceeds will be used to pay 
bank loans. 


New York State Electric & Gas Corp. 


May 24 it was reported company expects to sell $14,- 
000,000 of bonds and $6,000,000 of new preferred stoek 
in June, 1951, with an additional $10,000,000 of new 
securities to be sold in 1952, the proceeds to be used to 
pay, in part, cost of new construction estimated to teta’ 
$55,800,000 in the next three years. Probable bidders 
for bonds and preferred: Blyth & Co., Inc., and Smith, 
Barney & Co. (jointly); First Boston Corp, and Glore, 
Forgan & Co. (jointly); Harriman Ripley & Co. Ine, 
— bidders for bonds only: Halsey, Stuart & Co. 
ne. 


Niagara Mohawk Power Corp. ‘ 


Jan. 19 announced that construction program will neees= 
sitate in 1950 not more than $25,000,000 of additional deb 
or equity financing, including short-term bank loanga 
Probable bidders for bonds: Halsey, Stuart & Co. Ine.; 
Morgan Stanley & Co.; The First Boston Corp.; Kuhn, 
Loeb & Co. 


Northwestern Public Service Co. 


May 26 companv applied to the FPC for authority to 
issue 7,000 shares of 54% cumulative preferred stoek 
(par $100) and not to exceed 49,200 shares of common 
stock (par $3). The common stock is to be offered to 
common stockholders on the basis of one share for each 
ten shares held, with the price to be filed by amend-~ 
ment, and A. C. Allyn & Co., Inc., underwriting the 
issue. An agreement has been entered into with the 
same bankers to place the preferred stock privately. 
The proceeds are to finance construction program. 


@® Panama (Republic of) 


June 5 it was reported that Frank & Co. has been au- 
thorized to work out a plan to refund the outstanding 
dollar bonds, of which there are outstanding approxi- 
mately $15,000,000, through the issuance of about $10,- 
500,000 of new 3% bonds, the remaining $4,500,000 to be 
retired. The new bonds would be secured by the $430,- 


000 annuity annually paid by the United States to the 
Republic, ‘ 


Pacific Petroleum, Ltd. (Canada) 


April 12 company announced it plans to file with SEC 
1,000,000 additional shares of common stock shortly. 
Proceeds (U.S. currency) will be used for further expan- 
sion and development work in the Alberta oil field. Um 
derwriter—Eastman, Dillon & Co. 


Pacific Power & Light Co. | 


April 13, Paul McKee, President, disclosed that a group 
of 16 purchasers who acquired company’s 500,000 shares 
of common stock from American Power & Light Co. om 
Feb. 6, last, have informed him of their intention te 
make a public distribution of these shares at earlies? 
practical date, which may be shortly after Aug. 6. A. C. 
Allyn & Co., Inc. and Bear, Stearns & Co. headed this 
group. The 500,000 shares of common stock are being 
split-up on a 34%-for-1 basis, all or part of which wil} 
be publicly offered. Company also expects to raise 
$3,000,000 in new money later this year and a similar 
amount in 1951. 


® Public Service Co. of Colorado 


June 9 it was reported that this company late in July 
may sell $7,000,000 of convertible debentures and 100,000 
shares of new preferred stock, through competitive bid- 
ding. Probable bidders for bonds: Halsey, Stuart & Co, 
Inc.; Blyth & Co., Inc., and Smith, Barney & Co. (joint- 
ly); Lehman Brothers; First Boston Corp.; Harris, Halll 
& Co., Inc.; Kidder, Peabody & Co. Probable bidders for 
preferred: Glore, Forgan & Co. and W. C. Langley & 
Co. (jointly); Lehman Brothers; First Boston Corp. 
Boettcher & Co. and Bosworth, Sullivan & Co.; Harris, 


Hall & Co., Inc. Proceeds will be used to pay for new = 
construction, 
Public Service Electric & Gas Co. 
April 17 stockholders approved the issuance of $90,- 
000,000 new bonds for the purpose of refunding $50,000,- 
Continued on page 50 
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000 3% % bonds due 1965; $10,000,000 3%% bonds due 
1968; $15,000,000 3% bonds due 1970 and $15,000,000 
bonds due 1972. Probable bidders: Halsey, Stuart & Co. 
Inc.; Morgan, Stanley & Co. and Drexel & Co. (jointly); 
Kuhn, Loeb & Co. and Lehman Brothers (jointly); First 
Boston Corp. 


Raytheon Manufacturing Co. 
June 1, Charles F. Adams, Jr., President, announced that 
arrangements were being made for an offering later this 
summer to common stockholders of approximately 290,- 
000 additional common shares of the company—on the 
basis of one share for each five common shares held. 
This offering, he said, will be underwritten by a group 
of investment bankers headed by Hornblower & Weeks. 


@ Reynolds Metals Co. 

June 7 company announced stockholders will vote Aug. 9 
on increasing authorized common stock from 1,500,000 
shares to 2,500,000 shares. The increase is being sought 
to make additional shares available for any future need. 
Probable underwriter: Reynolds & Co. 

@ Rockland Light & Power Co. 


June 7 company announced it is expected that additional 
permanent or long-term financing and bank borrowings 
will be made in 1951 and 1952 to provide funds to com- 
plete its present program. 
Schering Corp. 

May 4, it was announced that the company’s entire com- 
mon stock issue (440,000 shares) was expected to be 
registered with the SEC in the near future and offered 
for sale to the highest bidder by the Office of Alien 
“Property. Probable bidders: A. G. Becker & Co. (Inc.), 
Union Securities Corp. and Ladenburg, Thalmann & Co. 
(jointly); Merrill Lynch, Pierce, Fenner & Beane; Kid- 


der, Peabody & Co.; F. Eberstadt & Co.; Allen & Co.; 
new company to be formed by United States & Inter- 
national Securities Corp.: Dillon, Read & Co.; F. S. Mose- 
ley & Co.; Riter & Co. 


Seaboard Finance Co. 
June 3 it was reported that company in August is ex- 
pected to register with the SEC additional shares of its 
stock. May be offered through dealer-manager group 
probably headed by First Boston Corp. 


Sierra Pacific Power Co. 
June 2 company announced it plans to finance and per- 
manently refund $2,200,000 of bank loans by the sale of 
debentures and common stock prior to Oct. 31, 1950. 


Probable bidders for bonds: Halsey, Stuart & Co. Inc.; 
Stone & Webster Securities Corp. 


@® Southern Co. 

June 13 company requested SEC authorization to issue 
1,000,000 shares of common stock (par $5), Underwriters 
—To be determined bv comnetitive bidding. Probable 
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bidders are: Morgan Stanley & Co., Kidder, Peabody & 
Co. and Merrill Lynch, Pierce, Fenner & Beane (jointly); 
Blyth & Co., Inc.; Lehman Brothers; Union Securities 
Corp. and Equitable Securities Corp. (jointly); Harri- 
man Ripley & Co., Inc. Proceeds—To purchase shares 
of subsidiaries in order to assist them in financing new 
construction. Expected late in July. 


Southern Ry. Co. (6/15) 

May 2 it was announced company is planning to refund 
$10,000,000 of its $12,474,000 St. Louis Division first 
mortgage 4% bonds, due Jan. 1, 1951, by issuing a like 
amount of new St. Louis-Louisville first mortgage bonds 
due 1975. The remaining $2,474,000 of St. Louis Division 
bonds would be retired from treasury funds. Bids—For 
new bonds will be received at Room 2018, 70 Pine St., 
New York 5, N. Y., up to noon (EDT) on June 15. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Morgan Stanley 
& Co.; First Boston Corp.; Union Securities Corp. and 
Drexel & Co. (jointly); Kuhn, Loeb & Co. 


Tampa Electric Co. 


April 25 it was announced company plans to raise 
$4,700,000 in new money through sale of additional 
securities, the proceeds to finance in part 1950 con- 
struction expenditures. 


@® Tele-Tone Radio Corp. 


June 10 it was reported certain stockholders would sell 
135,000 shares of common stock. Underwriters—Sills, 
Fairman & Harris; Straus & Blosser. 


® Tele-Tone Radio Corp. 


June 10 company was said to be planning the~sale of 
100,000 shares of 642% cumulative convertible preferred 
stock. Price—At par ($10 per share). Underwriters— 


Sills, Fairman & Harris; Straus & Blosser. Proceeds— 
For working capital. 
Tide Water Power Co. 
May 4 stockholders have approved an increase in the 
authorized common stock to 1,000,000 shares from 500,000 
shares. It was understood that 125,000 shares may be 
sold. Traditional underwriters: Union Securities Corp.; 
W. C. Langley & Co. 


Utah Natural Gas Co. 
June 5 it was announced company plans to build a 325- 


mile 22-inch pipe line in Utah to cost approximately . 


$25,000,000. Hearings will be held before the Utah 
P. S. Commission in August or September, after a study 
of the project. 

Utah Power & Light Co. 
May 23, G. M. Gadsby, President, said company plans to 


sell $10,000,000 of additional first mortgage bonds - 


through competitive bidding during the first half of 
October, and 166,604 additional common shares in Sep- 
tember. The latter will he offered to present shareholders 


in the ratio of one new share for each eight shares 
held. Proceeds from the bond and stock sales will be 
used to repay short-term loans in connection with the 
company’s construction program, and for carrying for- 
ward the expansion program into 1951. Probable bidders 
for bonds: Halsey, Stuart & Co. Inc.; Drexel & Co.; 
Carl M. Loeb, Rhoades & Co.; Lehman Brothers and 
Bear, Stearns & Co. (jointly); Union Securities Corp. 
and Smith, Barney & Co. (jointly); First Boston Corp. 
and Blyth & Co., Inc.; Harriman Ripley & Co _ Inc.; 
Kidder, Peabody & Co.; White, Weld & Co.; Salomon 
Bros. & Hutzler; Harriman Ripley & Co. Inc. Probable 
bidders for common: Blyth & Co., Inc.; Union Securities 
Corp. and Smith, Barney & Co. (jointly); Lehman 
Brothers; W. C. Langley & Co. and Glore, Forgan & Co. 
(jointly); Kidder, Peabody & Co. and Merrill Lynch, 
Bierce, Fenner & Beane (jointly). 


° Warner (William R.) & Co., Inc. 


June 12 Elmer H. Bobst, President, announced that cor- 
poration proposes recapitalization and change in name 
to Warner-Hudnut, Inc.; also to file a registration state- 
ment with the SEC covering the sale of approximately 
325,000 shares of new common stock (par $1) to the pub- 
lic through a nation-wide group of underwriters headed 
poration proposes recapitalization and change in name 


Washington Water Power Co. 
May 22 it was announced Washington P. S. Commission 
filed a petition with SEC asking for (a) distribution of 
company’s capital stock to American Power & Light 
Co.’s stockholders, or (b) offering for sale and selling 
at Competitive bidding all of said shares of Washington 
Water Power Co. held by American, 


West Coast Transmission Co., Ltd. 
Feb. 10 reported that Eastman, Dillon & Co. and the First 
Boston Corp. were ready to underwrite the financing 
of.the 1,400 mile pipe line proposed by the West Coast 


«Transmission Corp., along with Nesbitt, Thomson & Co., 


Ltd., of Montreal, Canada, and Wood, Gundy & Co. of 
Toronto, Canada. The financing would be divided 75% 
to bonds and the remainder to preferred and common 
stock. A large amount of the bonds are expected to 
be taken by life insurance companies. Arrangements will 
be made to place in Canada part of the securities. It is 


expected an American corporation will be formed to 


construct and operate the American end of the line in 


‘Washington, Oregon and California. The completed line, 


it was announced, will cost about $175,000,000. 


_ Worcester County Electric Co. ” 
April 25 company reported planning issuance of $10,- 
000,000 first mortgage bonds. Probable bidders: Halsey, 
Stuart & Co. Inc.; Harriman Ripley & Co., Inc.; Lehman 
Brothers; Kidder, Peabody & Co.; First Boston Corp.; 
Merrill. Lynch. Pierce, Fenner & Beane. 
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Underwriters were mighty close 
again in their bids for new issues 
put on the market this week, and 
it was apparent that virtually all 
were thinking in terms of reoffer- 
ing on a 2.75% basis or better. 

The major undertaking, Pacific 
Gas & Electric’s $80,000,000 of 
new 26-year first and refunding 
mortgage bonds, brought out three 
separate bids with the winning 
tender topping the lowest by 
about $1.40 per $1,000 piece. 

The top bid was carried out to 
seven decimals at 101.5299999. 
The bid of the runners-up, going 
out to five decimals, was barely 
10 cents per $1,000 below, indicat- 
ing almost identical thinking. 


Closeness of the bids was re- 
flected in the ready response which 
greeted the issue on reoffering. 
Priced at 102 to yield better than 
2.76%, the bonds proved highly 
attractive to large institutional 
investors. 

One large insurance company 
took $40,000,000. Some banks, 
savings banks and pension trusts 
were reported to have come into 
yethe market for goodly portions, 
making the operation a marked 
success. 


This is borne out by reports, 
net current with any great fre- 
quency recently, that some partic- 
ipants in the distribtuion, having 


oversold themselves a bit, were 
looking around for bonds to close 
out resultant short positions. 


Toledo Edison Stock 


Though a small undertaking by 
comparison, the sale of 702,075 
shares of Toledo Edison Co. com- 
mon stock brought out five bids 
with three groups winding up in 
a flat “tie” for second position. 


The winning bid was $10.639 a 
share, with the next three in line 
offering to pay the sellers $10.56 
a share, while the fifth bidder set 
a figure of $10.40 a share. 


Of the total 302,075 shares were 
sold for account of Cities Service 
Co., and the balance for the is- 
suer. Fixed for reoffering at $11 
a share, slightly above the market 
prevailing recently, the stock was 
reported moving out relatively 
well. 


Northern Natural Gas Serials 

Serial issues still are proving a 
bit for a thorn in the side of the 
underwriters, even though they 
are evidently getting into the 
knack of bidding for this kind of 
paper. 

Northern Natural Gas Co. re- 
ceived three bids for its $40,000,- 
000 of serial debentures, one of 
99.5609, a second of 99.22999 and 
the third 99.1599, all for a 2%% 
coupon rate. 


The successful group priced the 
issue, for reoffering, to yield 
from 1.75% for the first matur- 
ity to 2.775% for the final series. 


The last five series found ready 
buyers and were snapped up 
quickly. 


The intermediate maturities 
met a fair demand and were re- 


ported working off well. But the 
short issues seemed to be begging 
for buyers with the banks show- 
ing little, if any, real interest. 


Backlog Up a Bit 


Considering the heavy outpour- 
ing of new issues in the last fort- 
night it is not especially surpris- 
ing to find some pick-up in stocks 
on dealers’ shelves. 

Observers report something 
around $60,000,000 on _ dealers’ 
shelves, including some North- 
western Bell Telephones and the 
bulk of the Southern California 
Gas issue, which has been slow 
moving out. 


Confusion on Monday 

Bankers would feel much better 
about next Monday’s new issue 
calendar if one or two of the pros- 
pects decided to hold over until 
Tuesday. 

They recall how one big: syn- 
dicate was forced to forego bid- 
ding on Pennsylvania Co.’s serials 
a week ago through inability to 
hold itself together. 

Monday will bring three pre- 
ferred stock issues up for bids, 
Arkansas Power & Light’s 155,000 
shares; 90,000 for Louisiana Power 
& Light and 85,000 for Mississippi 
Power & Light. 

The same day Indiana & Michi- 
gan Electric puts up $20,000,000 of 
bonds; Arkansas Power & Light, 
$6,000,000 and Mississippi River 
Power & Light $7,500,000, all first 
mortgages for 30 years. Spencer 
Chemical will sell 85,000 shares of 
preferred, and payments fall due 
on subscriptions for 422,000 shares 
of Northern Indiana Public Serv- 


ice Co. stock. 


Reynolds Group Offers 
Am. Metal Products Stk. 


An underwriting group of 63 
members headed by Reynolds & 
Co. offered to the public yes- 
terday (June 14) 426,000 shares 
of common stock of American 
Metal Products Co., manufacturer 
of formed welded steel tubular 
parts, tubular and stamped 
welded assemblies, and stampings, 
which are sold#to the automotive 
industry. The stock is priced at 
$20 per share. ° 

The shares offered are presently 
outstanding and@”’were acquired by 
the underwriting group from a 
number of stockholders who will 
continue to retain a stock interest 
in the company. 

Principal préducts of American 
Metal Products Co., which was 
incorporated in Michigan in 1928, 
include tubular seat frames, axle 
housings, torque and axle tubes, 
and stampings such as headlamp 
ball rings, bumper impact bars, 
engine supports, running board 
reinforcements and hood top sup- 
ports The company’s plant is 
located in Detroit, Mich. 

Salés during the three months 
ended March 31, 1950, totaled $7,- 
157,373 and net profit amounted 
to $957,498, equal to $1.11 a share. 
These compared with sales of 
$5,263,818 and net profit of $852,- 
271, or 99 cents a share, in the 
first quarter of last year. For the 
full year 1949 sales aggregated 
$20,187,900 and net profit was $3,- 
031,273, equivalent to $3.53 per 
share, 


First Boston Group 
Offers Pac. G. & E. Bds. 


One of the major corporate fi- 
nancing operations of the year 
involving new money for capital 
improvements was undertaken 
with the offering yesterday (June 
14) by a nation-wide investment 
banking group headed by The 
First Boston Corp. of a new issue 
of $80,000,000 Pacific Gas & Elec- 
tric Co. first and refunding mort- 
gage 2%% bonds, series T, due 
June 1, 1976. The bonds are 
priced at 102% plus accrued in- 
terest to yield approximately 
2.76% to maturity. The issue was 
awarded to the group at competi- 
tive bidding on June 13. 


The new bonds are subject to 
redemption at 105% if redeemed 
on or before June 1, 1953, and 
thereafter at prices decreasing to 
the principal amount. The sinking 
fund in effect provides for the re- 
tirement semi-annually of one- 
half of 1% of the total mortgage 
debt outstanding as of the close 
of the previous six months’ period. 


Proceeds of the sale will be used 
to finance a part of the company’s 
construction program. The com- 
pany estimates that expenditures 
for this purpose will amount to 
approximately $300,000,000 during 
1950 and 1951. In the years 1946- 
1949, inclusive, expenditures for 
construction totaled around $495,- 
182,000. 


With Mannheimer Co. 


(Special to Tue FrnanctaL CHRONICLE) 


ST. PAUL, Minn.—Charles F. 
Kaye has joined the staff of 
Mannheimer-Egan, Inc., First Na- 
tional Bank Bldg. 
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The Security I Like Best 


(4) The inflation of money due 
to the New Deal, Fair Deal and 
war years, assures a period of 
easy money and a rapid turnover 
of dollars, conducive to a favor- 
able economic climate for finance 
companies. 

(5) To sum up the General 
Items: Pacific Finance Company 
is in a strong growing industry, 
it is affiliated with a major in- 
dustry now enjoying a substantial 
boom (auto), it operates in an 
area: which is the fastest growing 
in the entire country, and it also 
operates in an economic climate 
favorable to its type of business. 

In particular, I like Pacific Fi- 
nance Company because: 

(1) It is selling below its book 
value, and since a finance com- 


STATISTICAL 
Book 
Value 

SECURITY— 12-31-49 
Pacific Finance -~----- 22.82 
Oe Be Sa al ee 42.51 
Commercial Credit -- 45.35 
Associates Investment 42.71 
General Finance ----- 5.26 


pany’s stock in trade is money, 
book value reflects to a great ex- 
tent net cash value. In this regard 
it is also substantially under- 
valued compared with other com- 
panies in the field. 

(2) Its yield is high, well above 
other companies in the industry. 

(3) Its earnings are substantial 
and even without further growth 
the dividend could be increased. 
Prices times earnings compares 
favorably with other finance 
companies. 


(4) Management has been ex- 
cellent; not only in expanding ag- 
gressively and profitably the last 
few years but also in wisely hold- 
ing back to consolitiate gaihs in 
1949 while used car prices ad- 
justed downward. s% 


COMPARISON 
Earning Price Dividend 
Recent per Shr. Times 1950 ¥ield 
Price 1949 Earning Estim. % 
2158 3.22 7.0 1.80 8.3 
36 6.81 4.5 4.00 6.0 
66 9.16 6.0 sex 94.80 7.2 
58% 8.69 5.0 4.00 6.8 
7% 0.83 6.3 0.40 5.6 


Listed: N.Y.S.E., Los Angeles Exchange, San Francisco Exchange. 


WALTER A. KLEES 


Partner, Bennett & Palmer, 
Members of New York Stock 
Exchange, New York City 


(Phillips Petroleum Company) 


The security I like best in the 
broad sense meaning “freedom 
from apprehension,” is a carefully 
selected, thoughtfully diversified 
and continu- 
ously super- 
vised list of 
investments. 
These should 
be divided, 
but with 


changing em- 


and issues that 
offer “appre- 
ciation” po- 
tentialities for 
both principal and income, with 
—at this market level—the bal- 
ance heavily weighted in favor 
of principal stability. 

In the sense of the word se- 
curity meaning “an evidence of 
property,” no single investment 
can, by itself, be considered satis- 
factory to meet the requirements 
of all investors. Nevertheless, the 
history of recent years, and the 
economics of the present time, 
make it desirable to own some 
securities that can increase in 
dollar value and dollar income 
return. Quite obviously, a security 
that can rise in price can also de- 
cline, and as this segment of one’s 
investment offers the greater 
challenge, my choice of an in- 
dividual issue is for that invest- 
ment purpose, although it shouid 
be called “one of the securities I 
like best.” 

Any company chosen must be 
strong financially and must enjoy 
a management that is experienced, 
aggressive and with a background 
of successful operation. Owner- 
ship of an essential commodity, 
which is in a strong competitive 
position and enjoying increasing 
demand, is desirable. If that com- 
modity is furnished quite directly 
to the majority of our greatly ex- 
panded and growing population, 
that is better. When it supplies its 
consumers with products that 
make their living more comfort- 
able and is essential in the opera- 
tion of their favorite means of 
transportation, it should clinch its 
future prospects. 

Several good oil 





Walter A. Kiees 


companies 


meet those tests, while those with 


large reserves of natural gas are 
considered to have an important 
added feature of attraction. Here 
again, more than one comp-ny’s 
stock does qualify as ‘desirable. 


One of these, Phillips Petroleum 
Company, listed on the New York 
Stock Exchange, should serve the 
investor well over the long run. 
The aggressive management kas 
built a complete and efficient unit 
in its industry and is a leader in 
ownership of natural gas reserves, 
the production of natural gasoline, 
the production of bottled gas, as 
well as an important manufac- 
turer in the fast growing field of 
petro-chemicals. Large crude oil 
reserves are owned and the com- 
pany has much’ undeveloped 
acreage. Its marketing system in- 
cludes pipe lines and about 15,000 
outlets mainly between the 
Rockies and the Mississippi, while 
some products are distributed 
throughout the entire east. 


In common with the experience 
of the industry generally, peak 
earnings for Phillips were reached 
in 1948, when they equalled just 
over $12.00 a share. Last year, per 
share results amounted to $7.35, 
and while the first quarter of 1950 
earnings continued lower than the 
same period a year earlier, due 
primarily to decreases in the al- 
lowable rate of crude oil produc- 
tion, full year earnings are ex- 
pected to compare favorably with 
1949. Long-term financing of 
former current obligations has 
been completed and that is favor- 
able, even though full conversion 
of the new bonds might eventu- 
ally increase the outstanding 
common shares by 17%. Working 
capital has increased steadily 
since 1943 and has more than 
trebled to over $87,000,000 at the 
end of last year. 


Any amount of information on 
this company is readily available 
to make a complete study that is 


SITUATION WANTED 
MANAGER 
AVAILABLE 


Registered Representative 
-xperienced in markets for 
all types of securities — also 
experienced in servicing P2- 
cific Coast Houses — desires 
to manage a New York City 
office for an out-of-town New 
York Stock Exchange house 
or investment firm. Box N 
615, The Commercial & 
Financial Chronicle, 25 Park 
Place, New York 8, N. Y. 
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naturally impossible here. How- 
ever, to reiterate, the impressive 
factors are the general—and basic 
—desirability of the company’s 
products to an expanding popula- 
tion whose resources with which 
to satisfy its desires are tremen- 
dously increased and more broadly 
held than ever before. 


LAWRENCE H. KLYBERT 


Manager, Statistical Dept., 
Josephthal & Co., Brooklyn 
Branch, New York 


(Ferro Enamel Corp.) 


Add the words “for you” to 
“The Security I Like Best” and 
you have the thought that guides 
me in weekly advices to clients. 
Mr. Hi-Tax, 
Mr. Low-Tax, 
and Mr. Trad- 
er all see their 
investment 
problem from 
different 
viewpoints, 
and have lit- 
tle regard for 
anyone’s par- 
ticular pet. 
Give them 
your carefully 
considered 
recommenda- 
tions, but give 
them a chance 
to compare — 
and to choose the issue that looks 
“better for them,” rather than 
“best to you.” 

Ferro Enamel’s earnings are now 
running at a rate which will ex- 
ceed $5 a share—or double the 
in either 1937 or 
1946, when the stock reached 
price-levels 75% to 100% higher 
than present price! Against $2.33 
for all of 1949, under unfavorable 
conditions, Ferro Enamel is earn- 
ing $2.50 in the first half of 1950. 
In each month this year sales have 


Lawrence Klybert 


DIVIDEND NOTICES 


broken monthly records, with May 
at the best level in company his- 
tory. Dividends are being kept 
conservative ($1.40) because the 
steadily expanding business vol- 
ume has necessitated spending 
about $1 million on expansion and 
improvement of plants. However, 
finances are in strong condition, 
with net working capital at end 
of 1949 of $7,104,210. 

As I see it, Ferro Enamel is 
likely to sell around $30 million 
in 1950, and will earn (as indi- 
cated by first-half results) about 
74% of this for the stock, of 
which 417,542 shares are outstand- 
ing. This would be close to 
$2,200,000, or about $5%4 a share. 
Out of this, the presently con- 
templated expansion-improvement 
program could be financed and a 
year-end extra of 60 cents paid— 
with net working capital remain- 
ing unimpaired, even somewhat 
bettered. 

Not only is the company bene- 
fiting from the housing boom, 
which is building a big new de- 
mand for porcelain - enameled 
plumbing ware and household ap- 
pliances—but its foreign business 
is growing also—and Dow, Jones 
& Co. report that Ferro Enamel 
expects this year to show a divi- 
dend gain from its foreign units 
of about 35% over 1949. In addi- 
tion, reports “Business Week,” the 
company is about to ship about 
$250,000 of plant materials—plus 
technical know-how worth at least 
10 times that amount—to Mexico 
City, where they will build Mex- 
ico’s first frit-making plant. This 


will be the eighth of the com- 
pany’s string of foreign subsidi- 
aries. The others are in Canada, 
Australia, England, France, Hol- 
land, Brazil, and Argentina, all 
doing well. One reason Ferro 
Enamel has been well received 
abroad—and has been allowed to 
recoup its earnings in dollars is 
that it constantly stimulates new 








New York & Honduras Rosario 
Mining Company 
120 Broadway, New York 5, N. Y. 
June 14, 1950. 
DIVIDEND NO. 391 


The Board of Directors cf this Company, 
at a Meeting heid this dav, declare an 
interim dividend for the seccnd quarter of 
1950, of Sixty Cents ($.60) a share on the 
outstanding capital stock of this Company, 


payable on June 30, 1950, to stceckholders 
of record at the close of business on June 
20, 1950 


W. C. LANGLEY, Treasurer. 





DIVIGEND NOTICES 


-uDY———— 


UNITED DYEWOOD CORPORATION 


Preferred Dividend Number 118 

A dividend of $1.75 per share on the 
Preferred Stock of the corporation has this 
cay been declared, payable July 1, 1950, 
to stockholders of record at the close of 
business June 23, 1950. Checks will be 
mailed. 

HAROLD E. MITCHELL, Treasurer. 

Dated, June 12, 1950 


























Dividend Notice 





The Beard of Directors of The 
Arundel Corporation has this day 
(June 13, 1950) declared 25 cents 
per share as the regular quarterly 
dividend on the no par value 
stock of the corporation, issucd 
and outstanding, payable on and 
after July 1, 1950, to the stock- 
holders of record on the corpora- 
tion’s books at the close of busi- 
ness June 20, 1950 


MARSHALL G. NORRIS, 


Secretary. 























THE ELECTRIC STORAGE BATTERY 
COMPANY 


199th Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company a 
dividend of fifty cents ($.50) per share 
on the Common Stock, payable June 
30, 1950, to stockholders of record at 
the close of business on June 14, 1950. 
Checks will be mailed. 


H. C. ALLAN, 
Secretary and Treasurer 





Philadelphia 32, June 2, 1950 
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FOREMOST Dairies Inc. 


Jacksonville, Florida 
The Directors of Foremost Dairies, Inc., 
Jacksonville, Fla., have declared the 
following quarterly dividends: 

6% PREFERRED STOCK 
75c Per Share 
4% CONVERTIBLE 

PREFERRED STOCK 

50c Per Share 


COMMON STOCK 
20c Per Share 
Each Dividend is payable July 1,1950, 
to Stockholders of record at the close 


of business, June 14, 1950. 
LOUIS KURZ, Secretary 




















—— 


THE TEXAS COMPANY 











19ist Consecutive Dividend 
paid by The Texas Company 
and its predecessor. 











A dividend of $1.00 per share or four per 
cent (4%) on par value of the shares of 
The Texas Company has been declared 
this day, payable on July 1, 1950, to 
stockholders of record as shown by the 
books of the company at the close of busi- 
ness on June 9, 1950. The stock transfer 
books will remain open. 


ROBERT FISHER 


May 26, 1950 Treasurer 
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enameling businesses locally in an 
effort to sell its frit. 

Another source of income for 
the company is the rapidly devel- 
oping process of coating titanium 
steel with titanium enamel, now 
being pushed by Westinghouse 
Electric and Inland Steel. 

It is my belief that, with the 
rise in the Dow, Jones Industrial 
Average to well above 225, a com- 
ing phase of the bull market is 
indicated that will carry many of 
the “second echelon” of stocks 
(i.e., those of not the best, but-of 
steadily improving quality) up to 
or above their 1946 highs also. 
This implies a rise for Ferro Ena- 
mel to between 35 and 40, or 50% 
to 100%, for the patient holder. 


With Minneapolis Assoc. 
(Special to THe Financia, CHRONICLE) 

MINNEAPOLIS, Minn. — Ro- 
land E. DeLapp, Jack C. Hutch- 
inson and Thomas H. Kelly II 
have become affiliated with Min- 
neapolis Associates, Inc., Rand 
Tower. 


With Piper, Jaffray 
(Special to THe FrinaNciAL CHRONICLE) 
MINNEAPOLIS, Minn. — Emil 
M. Neurenberg is now with 
Piper, Jaffray & Hopwood, 115 
South Seventh Street. He was 
formerly with Lamson Bros, & 
Co. 


Joins Kinnard Staff 
(Special to Tue Frnanctat CHRONICLE) 
MINNEAPOLIS, Minn.—Jay F. 
Falkenhagen, Jr., has joined the 
staff of John G. Kinnard & Co., 
71 Baker Arcade. 


s PIVIDEND NOTICES 
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New England Gas 
and Electric Association 


PREFERRED DIVIDEND NO. 13 


The Trustees have declared a 

uarterly dividend of $1.12% per 
ae on the 4%% cumulative 
convertible preferred shares of 
the Association payable July 1, 
1950 to shareholders of record 
at the close of business June 


LUAU EAUE aa naaOeMM ERENT EEN 
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15, 1950. 
H.C. MOORE, JR., Treasurer 
June 8, 1950. 
ADUEAGUUUECUOUCAOEDOGAAEDEDUDOAERUODUELADAEAAU AL AOUED A AUUAUEA ETA TADAENA 
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GENERAL TIME 
CORPORATION 


Dividends 


The Board of Directors has de- 
clared the following dividends: 


PREFERRED STOCK 


Regular quarterly dividend of 
$1.06% per share, on the 4% 
per cent Cumulative Preferred 
Stock, payable July 1, 1950 to 
shareholders of record June 19, 
1950. 

COMMON STOCK 

A dividend ot 50 cents per 
share on the Common Stock, 
payable July 1, 1950 to share- 
holders of record June 19, 1950. 

An extra cash dividend of 
50 cents per share on the 
Common Stock payable July 1, 
1950 to shareholders of record 
June 19. 1950 


Joun H. ScumiptT 
Secretary-Treasurer 


June 7 1950. 


WESTCLOX BIG BEN 
SETH THOMAS 
STROMBERG KECORDERS 
HAYDON MOTORS 
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Washington yes 


Behind -the-Scene Interpretations 
from the Nation’s Capital 


WASHINGTON, D. C.—Whether 
@r not the Administration offers 
&ts draft of legislation on the sub- 
ject, the proposal to kick in an- 
@ther quarter billion to “Fanny 
Mfay” for the purchase of guar- 
@nteed mortgages has less than 
@n even chance of becoming law 
@his year. 

The Administration has been 
@rafting legislation not only to 
feost the total for “Fanny May” 
40 $3 billion but to authorize the 
creation of private “secondary 
enarkets” for insured and guar- 
anteed loans, and to renew the 
mewest provision of law prohib- 
Ming this government agency 
from entering into commitments 
fo purchase mortgages in the fu- 
gure ' 

Thi isia v 


as 


ec 

fpih a ‘ " 
Tone s anhere 18S a growing 
skepticism that private pools 
would be set up, subject to taxes 
on their income, to purchase 
guaranteed and insured mort- 
@ages. There is a growing dispo- 
sition in Congress to believe that 
éf the government agency aggres- 
sively sells its portfolio, there will 
be no need of putting another 
$250 million in its kitty. 

Note incidentally, there is no 
@bjection to saving the budget this 
2zpenditere iter 

Meartw hil vb 
2T 27); 
@eut _onegrt 1 « 4 ‘ 
halting th . 
May” from the RFC to the Hous- 
dng and Home Finance Agency, 
®ut they are not yet appearing to 
meet any great success, 

4: + 9: 
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With the imminent failure of 
the move to continue duty-free 
aémportation of copper, the pros- 
wort of legislation later in the ses- 

to restore the duty-free 
i will run into the greatest 
@ifficulty. Advocates of the duty- 
@ree status had hoped that they 
could maintain the status quo by 
Gegislation enacted before June 30, 
when the two-cent per Ib. copper 
import tax suspension expires. 
With the restoration of the duty, 
&t becomes politically tougher to 
dake it away. 

% % * 

While Representative Frank 
Buchanan's wings got clipped al- 
mnost before he got started, Bu- 
chanan, the Chairman of the Spe- 
cial Lobby Investigating Com- 
mittee of the House, still man- 
aged to let stand the heart of his 
prying questionnaire to 166 lead- 
amg corporations. 


This is the questionnaire in- 
quiring in detail as to all ex- 
s of maintaining a Wash- 
Raenon office, of putting out any 
pamphlets, books, or other litera- 
ture, the making of trips to 
Washington by officers of the 
eompanies to whom the question- 


@iaires were sent, and so on. This 
questionnaire was sent out, ac- 


And You 


cording to committee members, by 
Buchanan on his own responsibil- 
ity as Chairman of the Lobbying 
Committee, without a vote of the 
committee, and without inform- 
ing Republican members in ad- 
vance. 


When the committee met last 
week-end, it raised a great deal 
of objection to the questionnaire. 
Accordingly it was medified to 
restrict the information sought to 
only those expenditures of cor- 
porations made in propagandiz- 
ing, publicizing, or otherwise ex- 
pressing views or taking action to 
influence views on subjects of 
“legislative significance.” The 
Chairman of the committee wrote 
to the comroanies in question and 

Lid that they didn’t have to re- 

vy costs of doing busi- 
the government or gov- 
eent depactments. 

Nevertheless, Buchanan, de- 
spite the objections of the com- 
mittee, still “got away with” 
enough of the questionnaire to 
lay the propaganda basis for legis- 
lation later subjecting corpora- 
tions to a broadened regulation 
under the Lobbying Act, regulat- 
ing corporation expenditures as 
well as persons who come to the 
capital city to lobby. 

Buchanan so tar nas not stirred 
up a great deal of publicity, and 
he has made gestures at being 

1. by holding a hear- 

obbying and on hous- 

s by the govern- 

> he devotes most of 

his nvestigating business 

lobbying. Because of these ges- 

tures, the relatively mild pub- 

licity the Buchanan committee 

has obtained heretofore, and prob- 

ably because they are afraid to 

defend such a political liability as 

lobbying, the Republicans have 
been gentle with Mr. Buchanan. 

There is a growing suspicion 
that the Administration privately 
hat ditched the Brannan Plan. The 
junking of this plan is, of course, 
distinctly unofficial, and it can- 
not be confirmed. Farm state 
Congressmen point out that Agri- 
culture Secretary has been ex- 
pressing an “open mind” lately 
about farm legislation, and has 
been mentioning the income pay- 
ments plan less frequently. That 
does not mean that neither Mr. 
Truman nor Mr. Brannan wil! not 
speak for it again and again and 
again, but that it will be advo- 
cated less frequently, and with 
less force. The Administration is 
stuck with it, and can’t openly 
confess to error. 


The jettisoning came about 
some weeks ago, it was reported, 
as a direct demand of Congres- 
sional leaders. They said it was 
no political asset in the rural 
areas, even if the cheap food an- 
gle looks good to the CIO for the 
city vote. 

With any issue which is not pre- 
ponderantly acceptable to the vot- 
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ers of a broad cross-section, but is 
opposed by at least as many as 
favor it, it is not a politically sale- 
able issue. The members of Con- 
gress said that it would not sell 
in the fall election in the farm 
states. 

Meanwhile the Administration 
is looking around for a way to get 
off the Brannan Plan hook. It was 
hoped that the House Committee 
on Agriculture, with Senators sit- 
ting in, would be able to hold 
hearings on a “new” farm plan. 

Such a plan probably would 
be no newer in fact than the pyra- 
mids, but the idea was to come 
up with something which would 
sound a little different. There 
are two candidates for the “new” 
program. 


One of these is the old McNary- 
Haugen export debenture plan 
dressed up with some new name, 
whereby exports would be sub- 
sidized while domestic prices were 
held above the world level. The 
second is an insurance gimmick, 
whereby a farmer would pay, say, 
10 cents a bushel on all wheat he 
grew to have the parity price to 
him insured. 

The idea of having a full-dress 
committee hearing show this year 
probably will be abandoned, be- 
cause there is neither the time 
nor leisure available to put up a 
smoke screen of propaganda for a 
new plan. For that matter, it will 
be difficult to get agreement on a 
“new” farm subsidy plan, even 
for propaganda purposes. 


So in the meantime all good 
little Democrats are to be free to 
denounce the Brannan Plan, ex- 
cept perhaps in urban areas, and 
they will be assured that the boss 
man will not embarrass them dur- 
ing the coming campaign by 
dangling the Brannan Plan before 


the voters any more than is ab- 
solutely necessary to avoid reveal- 
ing that it has been ditched. 

& us % a 

What Senator Joseph C. O’Ma- 
honey (D., Wyo.) is trying to 
achieve is agreement between 
government and the oil industry 
as to the minimum legislation 
necessary to preserve temporarily 
the status quo of the industry's 
business under state leases in 
tidelands and off-shore oil, in 
view of the Supreme Court de- 
cisions in the Louisiana and Texas 
cases. 


Joe O’Mahoney would like to 
figure out some scheme whereby 
companies now drilling or pump- 
ing oil under state leases, can 
go ahead with their operations 
without the jeopardy of law — 
until such time as the now para- 
mount Federal Government can 
decide how it is going by law to 
handle Tidelands oil. 


The Supreme Court decisions 
leave a vacuum, the Senator ex- 
plains. Into a vacuum, he opined, 
“something always flows.’ In 
this case it probably would be 
lawyers who flowed in, and the 
Senator thinks that some way 
should be worked out to avoid 
legal jeopardy to the oil com- 
panies involved, during the in- 
terim until there is new legisla- 
tion. 


The Senator admits its a tough 
job trying to work out such a pro- 
tective measure, and get it shoved 
through in a couple of months. 

x a: we 

Despite the complaints made 
before a Congressional committee 
by coal and independent oil pro- 
ducers about the imports of oil, it 
is doubted that Congress will take 
affirmative action this year to 
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curb imports, either by quota or a 
higher tariff. Any such limitation 
would face the full opposition of 
the Administration, probably 
enough to insure its defeat. Ad- 
ministration officials believe that 
the majors will hold their imports 
to an average of about 800,000 
bbls. per day for the rest of the 
year. They see every sign of con- 
sumption picking up and the com< 
plaints vanishing by late 1950. 


(This column is intended to re- 
flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and may or may not coincide with 
the “Chronicle’s” own views.) 


First Internat’! Secs. 


First International Securities 
Co., Inc. has been formed with 
offices at 50 Broad Street, New 
York City, to engage in the se- 
curities business. Officers are 
Harold Ginsberg, President and 
Treasurer; N. Ginsberg, Vice- 
President and Secretary. Arnold 
Ginsberg is also associated with 
the firm. 


With Barbour, Smith & Co. 


(Special to THe Frnanctat CHRONICLE) 

LOS ANGELES, Calif. — Guy 
Stanley has become associated 
with Barbour, Smith & Company, 
621 South Flower Street members 
of the Los Angeles Stock Ex- 
change. 


Joins First California 
(Special to THe FiInanctat CHRONICLE) 
LOS ANGELES, Calif.—Freder- 
ick Vadasz has joined the staff 
of First California Company, 647 
South Spring Street. He was 
formerly with Shearson, Hammill 
& Co. and John B. Dunbar & Co. 


Joins Hutton Staff 
(Special to Tue Financrat CHRONICLE) 
LOS ANGELES, Calif.—Robert 
L. H. Woods has been added to 
the staff of E. F. Hutton & Com- 
pany, 623 South Spring Street. 
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